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Britain poised for 
legal battle over 
Maastricht treaty 

A climbdowa by Britain’s Conservative government 
on the Maastricht treaty's social chapter set the 
stage fora tortuous legal battle over UK ratification 
of the treaty. Facing certain defeat at the hand ,? 
of an alliance of opposition parties and Tory Euro- 
sceptics, the government accepted an amendment 
to delete from British law any reference to the 
treaty’s social provisions. Page 14; Details, 

Pa#7 

Philips, Dutch electronics group, said net profit 
ftstl by 36 per cent to FI 103m ($57AxO in the first 
quarter, largely owing to a sharp decline in its 
communications systems business: However 
operating losses stabilised In Philips’ rrmeirrp«T 
electronics business. Page 15 

Move afoot to bring Gaidar bade 

Russian reformists 
have suggested that 
the balance in the 
government, which 
has recently tipped 
in favour of conserva- 
- fives, could be redressed 
by bringing Yegor 
Gaidar (left) back into 
government and remov- 
ing the central bank 
governor. Mr Gaidar, 
one of the architects 
erf ffussia-s market reforms, was sacrificed by 
President Boris Yeltsin last December as a conces- 
sion to his conservative rivals. Page 14 

Mamtasmann, German engineering group, 
said profits on continuing operations dropped 
from DM625m ($388m) to DM339m because of 
the costs of setting up a mobile telephone network. 
Page iff 

US reviews drug sentencing: Janet Reno, 

. US attorney- general, bas ordered a review of 
federal prosecution end sentencing policy for 
drug offences in a move which may head off a 
revolt by federal judges. Pa# 5 

World Health chief r e dlcctcd ; Japan’s 
Hiroshi Nakajima was reelected for a further 
five years as head of the World Health Organisation 
foiling an attempt by westem nations to remove . 
hfm.Page4 "" 

Hhffnw P oulencv French chemicals company, : 
is considering a piddle sale of its 35 per cent stake 
in Rpussel-Udaf, the pharmaceuticals group, 
wfaicivwould be worth FFtLOMhi ($L88nl)'iit current 

share jHices.Page.15.: . 



BaghdadinowMito boost dinar? Iraq 
withdrew from clrcidatibn.oM. premium-priced 
banknotes in an attempt to shore up the dinar, 
and closed, its bprder with Jordan where the notes 
have been hoarded. Page 4 T - • " . 

BAT bdintrics, UK-tesed tobacco and fin an dal 
services group, increased pre-tax profits hy 40 
per cent to the first quarter, but warned that 
the recent US dgwette price war would affect 
its business. Page 17; Lex. Page 14 


Scandinavtska Enskflda Bankat*, Sweden’s 
leading commercial Bank,: cut its operating loss 
in the first .quarter by 55 per cent to SRrtOBra 
($83mX triggering a renewed surge in the share 
price. Page IT 1 V 

Four shot to Smith Africa: Gunmen killed 
fouir police officers in" South Africa’s Soweto town- 
ship. man amhiMth. A man claiming to belong 
to the Azanian People’s Liberation Army took 
responsibility. - 

BT sab stoE for July: The sale erf UK 
govemmdit shares in British Telecom is to take 
place in the middle of July. Ministers believe 
the regulatory issues posed by the Monopolies 
and Mergers Commission investigation into British 
Gas should not affect the BT sale. Page 15 

Patten puts <capa to US: Hong Kong governor 
Chris PattaLwho is trying to persuade Washington 
to renew ffifaa’a favourable trade status, actatowk 
edged he was unlikely to have changed the adminis- 
traticmVhdnd: Page 4: - 

Ma Comimudcations, US long-distance 
tetecoma grbiip. has beaten AT&T , and British 
Telecom to" ah $Mm five-year contract to operate 
agibhal cammunicatfoiis network of New York 
hewi ng group JP. Morgan. Pa# 19 

Ecwdor toads anti-corruption drive: Quito 
teeapected to become the first to sign a hew inter- 
national anti-corruption code of conduct and 
restrict the award of official contracts to local 
and foreign companies which have made the 
same pled#.' Pa# 4- 


FWE1Q0: ___279L5 : H&1) Nw Ytrt taga* 

Held -JkBt S 5 

FT-SE Emotradc 100 ^-11S3L13 H4971 Lontoc - 

FT-AM-Shart 138U7 SS 

• Himmmi DM Z47S (2.4673 

bssse^' £ E 

Federal Buds: — 2R% I BOU ^ - 

two Trees BBeW _i9Zl% Hew Ynk kmchUnc 

Long Bond — — -iWfi ou tsi 

vw • - r-. MBB* FFr 5318 

B LOMD OH MORCY fr JJJ® 

3-nakfrrbBOk —Sif % invinr 

UBetong^HAva: ifKS jjj** 1jsn 

■ nogTHSea Qd-lAro«^ f ft 532 

B«Hf tWaj (Jib) --JM.TI (M * . . JJ® 

***» ~ — Shite BIS 


(355.7) 

(354.70) Tokyo V 


Ffr 532. 
Sft 13155 

y . n&» 

Shite 615 


ScWO Gwmapy 0K1S0 Ok 


Mr*. ttrtSSO &*»-. »3M ifcfc 

toAm 'BftSO Hreasv .R1I2 Morocco 

autos iMssoo wend wwo 
Credit S3220 Ml *« tig* 
Cjpnn CEUn. bad 3*550 Mcww 
Ketts m W* 

Dnmt •. DKrtS Jonten XnJO M*f 
Egypt EPLHJ tow MnZSOO FWW* 1 
FWmd FW12 Kuw*- J*®. 

ftanca . mftOQ Utenon USS1.2S PortO* 


DML3Q Ok lAfiO Qtt 

OrMO Mto bnM0 SUlJ 

,R172 Morocco MQhld KRL46 

Bft1 ® Stow* HR05T00 

ns® tip* Nto« 2o^i- . nan 
3*550 M Ntt^OO gS**, SMS 

tawj own. - ohi^o swiz sfiaao 

XnJO Pdddn A05 gyifa SESHM 

WW2500 PWPI*w P* 45 

&600 Roknd 28^000 Tl*tey Up® 

Rduod • 6015 -UAE 


S WfiSO NW SMdtn 

taod own. . omso 3^ 


Negotiations fail over formula to equalise pay with western regions 

E German strikes to spread 


By Judy Dempsey in Berlin 

1G METALL, Germany’s powerful 
engineering union, will today 
step up strikes throughout east- 
ern Germany following the col- 
lapse of folks with employers. 

A further 24 enterprises, 
including four steel plants, will 
be targeted, and a strike ballot 
will be held next week in the 
metal and engineering sectors of 
the three remaining states of 
Saxony- Anhalt, Berlin-Branden- 
burg and Thuringia. 

More than 30,000 workers in 24 
enterprises are on strike. If the 
action continues, IG Me tall could 
bring what remains of eastern 
German industry to a standstill 
by calling out all its 400,000 mem- 
bers. 


Russia and 
US show 
unity on 
Bosnia 


Yesterday’s talks In Dresden 
broke down after failure to agree 
which enterprises might be 
excluded from paying wage 
increases of more than 20 per 
cent, or on a postponement of the 
income parity timetable. The 
union wants Gesamtmetall, the 
metal and engineering employ- 
ers’ association, to reinstate a 
contract signed in 1991 which 
would have brought wages in 
eastern Germany to western lev- 
els by next year. Tire employers 
cancelled the contract because of 
the recession. 

The strike has hit factories 
throughout the former co mm a- 
nist state. Volkswagen, which 
has a greenfield plant in Mosel, 
Saxony, said production of the 
Golf car was at a standstill. The 


plant employs 2,600, and pro- 
duces 380 vehicles a day. But pro- 
duction at Mosel accounts for 
only 8 per cent of Volkswagen's 
Golf output. 

Production at a subsidiary of 
electronics group AEG has also 
been halted, with a third of the 
900 workers on strike. The com- 
pany said loss of component sup- 
plies from the Dresden plant was 
costing it about DM400,000 
($250,000) a day. The plant 
accounts for 1.7 per cent of AEG's 
turnover. 

Siemens, which employs 17,000 
people in eastern Germany, said 
yesterday that 2,600 were on 
strike. It expected turnover of 
DM5bn in the region this year, a 
small percentage of its total turn- 
over of DM78bn. All its plants 


had offered 9 per cent rises, as 
recommended by the employers. 

But BICC, the UK-based inter- 
national cable company, commit- 
ted to investing DM80m in its 
KWO Kabel plant in eastern Ber- 
lin, said it was determined to 
make the company competitive, 
and link wages to high productiv- 
ity levels. “We have offered our 
2^00 employees a pay rise of 18 
per cent. We have already paid 
for April," it said. IG Metall has 
not responded to the offer. 

Mr Dieter Krchner, a leader of 
the metal industry employers fed- 
eration, yesterday called on the 
unions to return to the bargain- 
ing table. A new round of talks 
had been scheduled for today in 
the northern city of Rostock. 

‘TVs totally incomprehensible 


that the IG Metall union said last 
night that we couldn’t negotiate 
any further,” Mr Kirchner told 
German radio. 

He also raised the possibility of 
a lock-out in those plants where 
some work has continued despite 
the strike. 

But Mr Hasso Due v el, head of 
the IG Metall negotiators in Sax- 
ony, described the employers’ 
stance as “outrageous”, saying it 
had forced the union to expand 
the strike "much earlier than we 
had planned.” 

Mr Otto Lambsdorff. chairman 
of the Free Democrat party, said 
the strike amounted to “mass sui- 
cide”. In an interview with the 
Sfichslscbe Zeitung newspaper, 
he said it would destroy jobs and 
scare off investors. 




Layla Boulton bi Moscow, Laura 
Sifter m Pale and Robert 
Mauthner in London 

THE US and Russia yesterday 
glossed over their tBJTereoces mi 
Bosnia to present a show of 
unity, as the Bosnian Serb parlia- 
ment met behind closed doors in 
its mountain headquarters of 
Pale to decide whether to endorse 
the international peace plan. 

The debate continued into the 
night following ah Impassioned 
plea for the plan's endorsement 
from Belgrade leaders, President 
Slobodan Milosevic of Serbia and 
Mr Dobrica Cosic, president of 
the rump Yugoslavia. 

“We cannot wage war until we 
commit sxndde," Mr Cosic said. 
Even Mr Radovan Karadzic, the 
Bosnian Serb leader, who signed 
the agreement In Athens last 
weekend under great interna- 
tional pressure, warned deputies 
that “enormous dangers hover 
over us” if they should reject the 
plan. He added that the Bosnian 
Serbs could still attain their 
goals through peaceful negotia- 
tion if they endorsed the plan. 

After talks in Moscow between 
Mr Warren Christopher, the US 
secretary of state, and Mr Andrei 
Kozyrev, his Russian counter- 



Serb president Slobodan Mfiosavic (right) listens as Bosnian Serb leader Radovan Karadzic confers with Greek premier Constantine 
Mitsotakis (left) before the parfiamenfory debate on the Vance-Owen peace plan at Pale in Bosnia yesterday 


part, the two rides issued a bull- 
ish statement clearly designed to 
encourage a “yes" vote in the 
Bosnian Serb assembly. 

The statement said both sides 
were prepared to commit “appro- 
priate” military to a peacekeep- 
ing operation, if the Bosnian 
Serbs accepted the peace plan, 
brokered by Mr Cyrus Vance and 
Lord Owen. 

However, like Britain and 
France during previous stops 
made by Mr Christopher on his 
current tour, Russia did not com- 
mit itself to specific military mea- 


sures if the Bosnian Serb assem- 
bly rejected the peace plan for 
the third time. 

“If it is not accepted and imple- 
mented, Russia and the US will 
immediately resume discussion 
of new, tougher measures. No 
measures are prejudged or 
excluded from consideration,” 
the statement said. 

Although the western allies 
and Russia are clearly keen to 
maintain the pressure on the 
Bosnian Serbs, their reservations 
about lifting sanctions on arms 
supplies to Bosnia or making 


selective air strikes would make 
it difficult to reach a consensus 
on military action. The US. has 
said it will not act unilaterally, 
even if the Pale assembly rejects 
the peace plan. 

The differences over the 
options should the plan be 
rejected are compounded by dis- 
agreements on the terms of 
engagement for the 60,000 to 
70.000-strong peacekeeping force 
intended to oversee the imple- 
mentation of the plan and its 
command structure in Bosnia. 

Lord Owen, who visited Nato 


headquarters in Brussels yester- 
day, emphasised that the Nato- 
led force had to be prepared to 
fight if necessary to enforce the 
plan and that it should be 
deployed even if the Bosnian 
Serb assembly rejected the plan. 

That view has been categori- 
cally contested by Mr Douglas 
Hurd, the UK foreign secretary, 
who said; “We are not envisaging 
the deployment of troops into a 
war". 

Milosevic tarns necessity into 
a virtue, Pa# 2 


Fugitive Nadir’s flight to 
Cyprus wrecks fraud trial 


By John Murray Brown in 
Kyrenia, northern Cyprus and 
Richard Waters in London 

UK ATTEMPTS to secure the 
return of the fugitive business- 
man Mr Asil Nadir from the 
self-proclaimed Turkish Republic 
of Northern Cyprus seemed set to 
foil yesterday as prosecutors in 
the UK faced collapse of one of 
the country’s biggest-ever fraud 
trials. 

Mr Nadir’s flight to northern 
Cyprus on Tuesday night 
prompted instant recriminations 
in the UK. 

The Serious Fraud Office, 
which had led the fraud investi- 
gation following the collapse of 
Mr Nadir’s fruit to electronics 
group, Polly Peck international, 
took the unusual step of issuing 
a formal statement attacking the 
decision to allow him to remain 
out of custody. 

“The prosecution has consis- 
tently and . strenuously opposed 
Mr Nadir’s applications for the 
return of his passports, continu- 
ing to assert a real fear that he 
might abscond," the SFO said. 

Bankers owed more than £lbn 
($1.54bn) following the collapse of 
Polly Peck also reacted with dis- 
may. One banker on the Polly 
peck creditors committee said; 
“We always thought he would 
leave, but what can you do about 
it? You cant keep him in prison 
for years [awaiting trial].” 


Mr Nadir, who faced 13 charges 
of theft and false accounting 
from Polly Feck involving around 
£34m, was due to stand trial in 
September. He bad handed both 
his UK and Turkish passports to 
police and personally put up £2m 
of his record £3.5m bail 
Mr Kaffir's solicitors in London 
said last night he had been 
unwell arid “very concerned 
about various aspects of the judi- 
cial process” and whether he 
would have time, to prepare his 


PAGE 16 

■ Collapsed empire goes to 
ground in Cyprus 

■ WH he become a bod in a 
gSded cage? 

■ Effitortal Comment Page 13 


defence. 

Mr Ramadan Guney, the Turk- 
ish businessman who put up a 
film surety for Mr Asil Nadir, 
yesterday said Mr Nadir had 
given him no indication that he 
intended to flee the country 
when they met on Monday. 
S peaking from his music shop in 
north L ond on, Mr Guney denied 
any involvement in his flight. 

Mr Nadir spent his first day in 
more than two years on Turkish 
Cypriot soil yesterday, hidden 
behind closed doors with his fam- 
ily, greeting well-wishers . 

Mr Mentes Aziz, his lawyer, 


expressed some surprise at Mr 
Nadir’s sudden arrival on the 
island: “1 saw him only 10 days 
a# in the UK and he seemed so 
determined to fight his case in 
the courts." 

Although the UK has no extra- 
dition agreement with northern 
Cyprus, an. official request was 
due to be maefe yesterday to Mr 
Rauf Denktarivtite Turkish Cyp- 
riot leader, for-Mr Nadir's' return. 
Mr David Pain, UK High Com- 
missioner in Cyprus, crossed the 
Green Line dividing Turkish 
North Cyprus from the rest of the 
island to appeal to the authorities 
to ami! the businessman back. 

However, north Cypriot offi- 
cials appeared yesterday to be 
closing ranks behind the fugitive 
Cypriot businessman. After tak- 
ing advice from (he attorney gen- 
eral and the island’s police chief 
yesterday morning, president 
Rauf Deokfosh said there was no 
problem between the state and 
Mr Aril Nadir. 

The issue was a judicial prob- 
lem, he said, and had to be 
decided by the government “Any 
decision must come from the gov- 
ernment. They have to make 
clear what they wifi do...Asfl 
Nadir is oar citizen and there is 
no country in the world where it 
is not a government’s duty to 
protect its citizens." 

Mr Nadir's case is expected to 
be discussed in front of a senior 
judge in London tomorrow. 
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Italy’s left 
rocked by 
ripples of 
scandal 

By Robert Graham In Rome 


THE Italian corruption scandal 
yesterday looked likely to further 
implicate the former Italian Com- 
munist party (PCI). 

Milan magistrates leaked evi- 
dence that Mr Giulio Capo rail, a 
former board member on the 
state railways representing the 
Communists, had helped to chan- 
nel money to the party. 

Mr Caporali, it was alleged, had 
ensured that money went to the 
party via railways contracts 
handed out to 10 groups belong- 
ing to the PCI's co-operative 
movement. 

. The fonds were allegedly used 
to plug the debts of LTJnita. the 
PCI daily newspaper, and cover 
conference expenses- Mr Caporali 
was expelled from the PCI in 1988 
after a scandal over the purchase 
of linen for sleeper coaches. 

Railway contracts are emerg- 
ing as one of the principal new 
lines of enquiry by. Milan magis- 
trates Another is contracts in the 
state telephone system. In the 
past four days one senior former 
executive in Asst, the telephone 
service, and an official in the 
telecommunications ministry 
have been arrested. 

Mr Giuseppe Parrella, former 
managing director of Asst, is 
being questioned about alleged 
kickbacks on L2,500bn (£1.06bn) 
of telecom orders involving 
domestic and multinational com- 
panies between 1987 and 1991. 

Meanwhile, Italy's chamber of 
deputies yesterday decided to 
abolish secrecy when voting ou 
whether to waive the immunity 
of members involved in cases of 
corruption and the illicit financ- 
ing of political parties. 

This represented a hurried 
! attempt to mollify public opinion, 
outraged by the way parliament 
last Thursday blocked four of six 
requests by Milan magistrates for 
Mr Bettino Craxi, the former 
Socialist leader, to face charges 
of corruption. 

In demonstrations in Italy's 
main cities, protesters claimed 
Immunity was being abused to 
protect parliamentarians like Mr 
Craxi. The outcome of the vote 
led the former communists. Party 
of the Democratic Left (PDS), and 
the Greens to withdraw their 
four minis ters from the Ciampi 

Continued on Pa# 14 
Italy downgraded. Pa# 21 
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Milosevic turns necessity into a virtue 


Boutros 

Ghali 


By Laura Stfbar in Pale, Bosnia 

DEPUTIES assembled at the 
self-styled Bosnian Serb parlia- 
ment yesterday to debate the 
international peace plan for 
the country appeared more 
annoyed than awed by the 
arrival of their patrons Serbia’s 
President Slobodan Milosevic 
and his Yugoslav counterparts 
at their mountain stronghold 
of Pale. 

The Bosnian Serb leadership 
stood on the terrace of the 
Heavenly Valley Hotel waiting 
for the long motorcade of sleek 
black Mercedes limousines to 
snake up Mount Jahorina. The 
soldiers chanted a song of 
resistance against the Turks 
set to an American square- 
bashing tune. 

Just a few miles away, Serb 
artillery trained on Sarajevo 
over the past year has all but 
destroyed the Bosnian capital 

A crowd watched as Mr Mil- 


osevic. who has newly donned 
the mantle of international 
mediator, and his closest inter- 
national ally, Mr Constantine 
Mitsotakis, the Greek prime 
minister, reviewed the Bosnian 
Serb guard of honour. 

Mr Radoslav Brdjanin, a 
hardline deputy from Banja 
Luka, north west Bosnia, 
remarked; "They do not under- 
stand we are fighting their bat- 
tle for them. We are defending 
Belgrade, when our soldiers die 
on the frontlines in Grbavica," 
he said in reference to a Serb- 
held suburb of Sarajevo, the 
Bosnian capital 

Mr Milosevic called on the 
assembly to back the interna- 
tional plan to divide Bosnia 
into 10 provinces along ethnic 
lines. “The decision for peace 
has no alternative because it is 
in the interests of Bosnian 
Serbs and Serbs in general," he 
said. 

Mr Dobrica Cosic, the Yugo- 


slav president, warned Bo snian 
Serb deputies that they faced a 
stark choice between a mili- 
tary defeat or achieving their 
political aims in peacetime. 

Mr Radovan Karadzic, the 
Bosnian Serb leader, echoed 
bis patrons from Belgrade and 
sheepishly toned down bis 
message of defiance. 

Early in the day deputies 
admitted the presence of their 
influential guests might sway 
the decision on the peace plan. 
Even Mr Karadzic, who recom- 
mended the plan, described it 
as a catastrophe. But rather 
than show deference to their 
weighty guests, they mainly 
complained about the plan 
which requires Serb forces to 
give back nearly half the 
territory they currently con- 
trol. 

“It Is easy for Milosevic to 
call on us to return our land. 
Bosnian Serbs have died 
defending it." said a member of 


the government speaking on 
condition of anonymity. 

He described how Mr Milos- 
evic had' “used the Bosnian 
Serbs to unite Serb territories 
and under international pres- 
sure had abandoned his plans". 

One way or tbs other Mr Mil- 
osevic will try to turn the out- 
come into a personal victory. 
In less than a month he has 
been transformed into a peace- 
maker. In a Byzantine twist, 
the west, which accuses him of 
being the one person most 
responsible for the war in Bos- 
nia, has come to rely on him as 
the emissary of peace in Bos- 
nia. He appeared to be the only 
one who could bring the depu- 
ties to heeL 

Since the Bosnian Serbs 
rejected the plan last Monday 
despite Mr Milosevic’s last 
minute intervention, he report- 
edly cajoled them and threat- 
ened to cut off their supply 
lines if they refused to back 


the peace plan. 

Arriving with Mr Mitsotakis, 
he gave the appearance of a 
statesman dwarfing the worn 
and weary Bosnian Serb lead- 
ers. He has once again shown 
his chameleon-like ability to 
manipulate a crisis to his 
advantage. But Mr Milosevic 
appeared ready to risk widen- 
ing the rift between Serbs on 
one side of the frontier and the 
other. 

Mr Milosevic, since he came 
to power in 1987, riding a wave 
of Serb nationalism, has billed 
himself as the defender of all 


Serbs. But he has never toler- 
ated dissent from his proteges, 
even from Serbs outside of 
Serbia, the very people he has 
claimed to protect 

“I thought he was a great 
fighter for Serbia. Now, I see 
he does not care and is willing 
to have us bombed," said the 
official of Srpska Republika, 
the self-styled Seri) state which 
covers some 70 per emit of Bos- 
nia. 

In 1992 Mr Milosevic orches- 
trated the ousting of Mr Milan 
Babic, a rebel leader from 
Croatia who opposed the des- 


patch of UN peacekeepers to 
Krajina, Serb-held territory in 
Croatia. This time, ft has not 
been so easy. Too much blood 
has been spilt to effect a simple 
change of leadership to get 
approval for the plan. 

Mr Cosic yesterday put it 
simply: Yugoslavia could no 
longer afford to fight the war. 
If need be, Mr Milosevic will 
not hesitate to jettison the Bos- 
nian Serbs if they prove too 
heavy a burden for Serbia and 
Montenegro, already under 
tight sanctions and under 
threat of militar y intervention. 


Bosnia-Hercegovina: the Vance-Owen timetable for peace 


Ten proposed provinces 


Clinton eyes US public opinion 


By Jurek Martin In Washington 

THROUGHOUT the long 
build-up to a still imponderable 
denouement in Bosnia Presi- 
dent Bill Clinton has always 
promised maximum consulta- 
tion with Congress and a full 
justification of whatever 
actions the US undertook to 
the American public. 

Yesterday he provided the 
barest glimmer of the latter. 
Welcoming home US troops 
from their humanitarian mis- 
sion in Somalia, he spoke of 
“other missions that lie 
ahead ” and of a world that 
“has not seen the end of eviL" 

He went on: “Some will ask 
why we must so often be the 
one to lead. Well, of course, we 
cannot be the world's police- 
man but we are, and must con- 
tuinue to be, the world's 
leader. That is the job of the 
United States of America.*’ 

But the word Bosnia never 
passed his lips. It may have 
been understandable that it did 
not do so, for no decision had 
been taken by the Bosnian 
Serb “parliament" as he spoke. 

But it remains probable that 


wi thin days President Clinton 
will either be authorising the 
dispatch of a substantial 20,000- 
plus US military contingent to 
peacekeeping duties in Bosnia 
or air strikes against Serb 
installations. His country will 
want to know why the US 
deems its vital interests are so 


tor Nunn went on to say. that 
the case can be more easily 
made if US action is part of a 
UN operation and with full 
allied participation. In spite of 
reports from the current mis- 
sion of Mr Warren Christopher, 
the secretary of state, to 
Europe of disagreements 


The case for military intervention 
can be more easily made if US 
action is part of a UN operation 
and with full allied participation 


much at stake for a president 
schooled by opposition to the 
Vietnam War to take such a 
fateful step. 

As Senator Sam Nunn of 
Georgia put it in a TV inter- 
view yesterday morning from 
Moscow, “a real challenge” 
feces the president “He has to 
identify our strategic interests. 
He has to identify our humani- 
tarian interests. And he has to 
express clear goals that may be 
tied to military action." 

Mr Clinton knows, as Sena- 


between the US and its allies, 
it is assumed that, in the 
crunch, this ran be obtained. 

Indeed, if Europe, already 
heavily criticised in the US for 
ducking the Bosnian problem, 
were to sit on its hands, or to 
continue to resist the alterna- 
tive option of lifting the arms 
embargo, then Mr Clinton 
would probably face an impos- 
sible domestic selling job. 

He may even conclude it is 
not worth attempting because 
the constituency In favour of 


unilateral US action is 
undoubtedly in the minority, 
according to all public opinion 
polls and the thrust of political 
sentiment 

Further uncertainty sur- 
rounds the speed at which 
either a UN peacekeeping force 
or offensive action could be put 
into effect This delay may buy 
Mr Clinton some time to per- 
suade his domestic audiences 
thftt: he Ifl doing the right thing 
but not much. Indeed the 
appearance of Indecision might 
be Harmfiil- 

The most likely course for 
the President would be more 
than one national televised 
address from the Oval Office 
together with excursions out- 
side Washington, plus mass 
deployment of senior officials 
to make the case to various 
audiences. 

But this process, in turn, will 
invite criticism on a very 
grand scale, with the almost 
certain consequence that Mr 
Clinton will be accused of for- 
getting why he was elected in 
the first place - to put . the 
domestic economy back on the 
rails. 



■ l^Se«JrityCoax^^5prov«stfiopteo. . 

■ The counts endorses trie jmptemetttation of Cre 
plan and (ovate of monft o ring troopa basod on a 


The present military position 



■ Within 72 hours: Waning parties declare troop 
and weapon tovete, report location erf front -firms - 
«tncf minefields and prepare for UNverificetJon, 
Ceasefire put in place and remains uftecKva - 

■ Wttiln 5 days: Heavy weapons to be withdrawn 
SxmmuuTdSm^mfour^UNsupBniaicsn. . 

‘ ■ Within 15 days: AB other haavy weapons ateo 
placed under UN supervisory AB forces separate 
ftoro (rant Bros to estabfeh dabfflfcartMdawws 
morefioredby UN. 

■ Within 45 days A# forces rstemta their . " 
designated provinces in co-ortfaration with an ■ 
agreed demobffizatkm. 

m HostafflJton of InftMaruetUM: efectridt* oas, 
water, raSt. roads, ate.- ■ 

■ gBtBbS8tensnt of ’free passage routes” to and 
from Sarajevo to guarantee passage for civilians, . 
goodsand Humanitari a n aid. 

■ Estafafahmentof a : UN-guaranteed corridor 
BnWng northern Serb^controlted areas withSerfoia. 

■ Estatfishment of an Jntsrfcn central government 
in Sarajevo c ompu sinq three members eaeft from 
the three ethnic groups, wBh the presWency 
reaaUng'svaiyteiirinorWis among the three 
parties. 

■ EstaUtehmartt or Interim provincial government! 
on the basis, of the ethnic oompoaftjon In each 
province with provision that none of the Uses 
groups can be toft unrepresented in any province. 


US and western allies yet to resolve options, says Hurd 


By Robert Mauthner, 
Diplomatic Editor 

THE US and its western allies 
are still at odds over what 
action to take if the Bosnian 
Serb assembly does not 
endorse the Vance-0 wen peace 
plan, Mr Douglas Hurd, British 
foreign secretary, admitted 
yesterday. 

While not ruling out some 
kind of military action such as 
air strikes against Bosnian 
Serb supply lines, failing Bos- 
nian Serb approval of the plan. 


Mr Hurd said that talks last 
weekend with Mr Warren 
Christopher, US secretary of 
state, had not resolved which 
particular option should be 
chosen. 

Mr Hurd, who was answer- 
ing questions by the Commons 
Foreign Affairs Committee, 
referred in particular to reser- 
vations by Britain and other 
countries about the preferred 
US option to lift the UN 
embargo on arms deliveries to 
Bosnia. 

Such a step “runs the risk of 


inflaming the fighting and 
spreading the war,” he said. 

Britain and France, main 
contributors of troops to the 
UN peacekeeping operation in 
the former Yugoslavia, have 
almost identical positions on 
the subject, as became clear in 
talks in London on Tuesday 
between their two prime minis- 
ters, Mr John Major and Mr 
Edouard Balladur. 

Mr Alain Juppd, French for 
eign minister, said yesterday 
that, while military force 
might have to be used against 


the Bosnian Serbs if their par- 
liament rejected the peace 
plan, a decision to do so could 
only be taken by the UN Secu- 
rity Council after further con- 
sultations between the main 
powers concerned. 

Mr Juppd also told the 
weekly meeting of the French 
cabinet that US-French differ- 
ences over the command of 
future peacekeeping forces and 
the possible lifting of the arms 
embargo on Bosnia had sur- 
faced during talks in Paris on 
Tuesday with Mr Christopher. 


The US had “clearly indi- 
cated” that it would ask for the 
lifting of the arms embargo if 
the peace agreement was not 
ratified by the Bosnian Serb 
assembly, a government 
spokesman quoted Mr Juppe as 
telling the cabinet “As Car as 
this solution goes, France has 
its reservations.” 

Mr Hurd strongly denied 
reports that international 
forces might be sent into Bos- 
nia to impose the peace plan as 
long as the fighting continued 
and the plan had not been 


endorsed by the Bosnian Serbs. 
“We certainly would not be 
putting in troops to push Serb 
troops out of areas which they 
have to vacate under the 
Vance-Owen plan," Mr Hurd 
said. 

This categorically contra- 
dicted a statement in Brussels 
yesterday by Lord Owen, one 
of the international mediators, 
that a peacekeeping force must 
be prepared to fight, if neces- 
sary, to make the waning par- 
ties withdraw their troops. 

Mr Hurd, however, said the 


UN - including British - 
troops would do no more than 
monitor the withdrawal of the 
warring parties’ forces to their 
designated areas, but would 
not be deployed until it was 
clear that the withdrawal was 
under way. 

He emphasised the govern- 
ment had not yet made a deci- 
sion on Britain’s contribution 
and reports that a 60,000-strong 
UN peacekeeping force would 
include 10,000 British troops 
were no more than “specula- 
tive." 


war crime 
tribunal 

By Michael Littlejohns 
at the UN In New York . . 

AN INTERNATIONAL tribunal 
to judge war crimes committal k 
since 1991 in former Yngo-f 
slavia should be set up under 
the mandatory enforcement 
procedures of the UN Security 
Council, Mr Boutros Boutros 
Ghali, the secretary general, 
proposed yesterday. 

In a written report to the 
Council, which agreed in Feb- 
ruary to establish the court, 
he said a resolution under 
Chapter VII of the UN Charter 
would become “immediately 
effective" and all states then 
would be obliged to take nec- 
essary action. 

The court would comprise U 
judges and sit at The Hague In 
the Netherlands, where the 
International Court of Justice 
is located. 

The US has already prepared 
a list of suspected Yugoslav 
war criminals. This includes 4 
Mr Radovan Karadzic, the Bos- 9 
nJan Serb leader who last Sun- 
day initialled the Vance-Owen 
peace plan. The release of Mr 
Boutros Ghali's recommenda- 
tions on tihe day that the Bos- 
nian Serb “parliament” was 
considering whether to ratify 
acceptance apparently: was 
only a coincidence. 

Responding to reservations 
voiced by some UN members 
about the propriety of creating 
a tribunal, the secretary gen- 
eral said the court was 
“legally justified.” The Secu- 
rity Council had already deter- 
mined that widespread viola- $ 
tions of humanitarian law in 
former Yugoslavia threatened 
international peace and secu- 
rity. 

Mr Boutros Ghali, himself 
an international legal author- 
ity, offered the draft of a 34- 
article statute for the court, 
one article of which would pre- 
sume the innocence of the 
accused, promised speedy trial 
and no compulsion to self- 
incrimination. 

The court should not be 
empowered to impose the 
death penalty and terms of 
imprisonment should be based 
on the general practice of sen- 
tencing by Yugoslav courts. 

Among the offences that 
should be tried are genocide 
and complicity in genocide - a 
clear reference to the ethnic 
cleansing campaign in Bosnia 
which has shocked the world 
and helped to fuel demands for 
UN military measures. 
Charges of murder, enslave- 
ment, deportation, Imprison- 
ment, torture, rape, political, 
racial and religious persecu- 
tion as well as “other inhu- 
mane acts" should be dealt 
with by the court, the Secre- 
tary General proposed. 
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New election in 
Hamburg could 
hit main parties 


Sutherland confirms candidacy 
for post of Gatt director-general 


EC in change of 
heart on openness 


By Quentin Peel in Bonn 

BOTH Germany’s main 
political parties could end up 
the losers from an extraordi- 
nary legal decision to order a 
new state election in the city of 
Hamburg, the second smallest 
of the country’s 16 Lander. 

The move, ordered by the 
constitutional court in the city 
because of an "undemocratic’’ 
selection process of candidates 
for Chancellor Helmut Kohl's 
Christian Democratic Union, 
means a re-run of the poll held 
in 1991. 

It is the first time a state 
election has had to be repeated 
since the foundation of the fed- 
eral republic 

Yet in spite of the blame 
lying cleariy at the door of the 
CDU, the biggest losers could 
be the Social Democrats. 

The 1991 election in Ham- 
burg, Germany’s second larg- 
est city after Berlin, was won 
by the SPD, with an absolute 
majority of just one seat, but it 
could now face serious defec- 
tions because of the disarray of 
the party at national level 

Although the SPD welcomed 
the decision yesterday, it Is in 
chaos following the resignation 
on Monday of its leader, Mr 
Bjdrn Engholm, and a rapid 
outbreak of infighting over the 
succession. 

An immediate opinion poll in 
the city showed the Social 
Democrats gaining just 40 per 
cent of the votes, compared 
with 48 per cent in 1991. 

The CDU, however, is also 
lagging in popularity nation- 
ally. thanks to the sharp eco- 
nomic recession, and the high 
costs of German unification. 
The fact that the city party has 
been found guilty of undemo- 


cratic procedures In its own 
candidate selection seems 
likely to lose It farther sup- 
port 

The same opinion poll, car- 
ried out by the Dortmund- 
based Forsa institute, puts the 
CDU on 34 per cent one point 
down on 1991. 

The new election therefore 
opens the way for widespread 
protest voting against the main 
political establishment, with 
probable gains for fringe par- 
ties such as the Greens and the 
extreme right-wing Republi- 
cans or Deutsche Volksunion 
(DVU). 

A large proportion of non- 
voters is also to be expected, 
given the circumstances of the 
election. 

The Greens were supported 
by 16 per cent of voters polled 
yesterday, compared with just 
13, per cent in 1991, while non- 
voters showed an increase 
from 35 to 39 per cent 

The court decision Is a seri- 
ous embarrassment for Mr 
Kohl's CDU, which was 
accused of not allowing minor , 
ity groups to propose alterna- 
tive candidates to the party list 
put forward by the leadership. 
The party felled to observe the 
inner-party democracy 
required by the constitution, it 
said. 

However, the SPD is in no 
position to exploit its position. 
Campaigns are gaining 
momentum for a whole variety 
of candidates for the national 
party leadership. The front 
runner Is Mr Gerhard SchrO- ! 
der, the current premier of ' 
Lower Saxony, but he also j 
faces strong opposition for j 
apparent disloyalty to Mr Eng- 1 
holm. i 


By Frances Willama in Geneva 

MR Peter Sutherland, 
chairman of Allied Irish Banks, 
yesterday confirmed that he 
was a candidate to succeed Mr 
Arthur Dunkel who retires as 
director-general of the General 
Agreement on Tariffs and 
Trade at the end of June. 

Trade officials in Geneva 
believe that Mr Sutherland, 
sponsored by the European 
Community and with Ameri- 
can support, is likely to 
secure the acceptance of Gatfs 
114 members to take over 
as head of the world trade 
body. However, at least two 
other candidates are in the 
ring. 

Mr Sutherland told Irish 
State radio he was now “will- 
ing, in the event of being 
acceptable, to take the job". 

The 47-year-old Irishman, 
who was EC competition com- 
missioner between 1986 and 
1989, was initially reluctant to 
be considered for the post cit- 
ing family reasons. 
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Peter Sutherland: now willing to be considered for Gatt post 

He said yesterday he had Mr Sutherland's name has 
changed his mind after being been formally proposed by the 
telephoned by Mr Jacques European Community in a let- 
Delors, European Commission ter to -Mr Balkrishan Zutshi, 
president. India’s Gatt ambassador, who 


is in charge of consulting Gatt 
members on Mr Dunkel’s 
replacement 

Mr Julio Lacarte Muro, for- 
merly Uruguay's ambassador 
to Gatt, and Mr Luis Fernando 
Jaramillo, former foreign min- 
ister of Colombia, are also 
declared candidates. 

Geneva diplomats said yes- 
terday that Mr Zutshi was hop- 
ing for a consensus by the next 
meeting of Gatfs governing 
council on May 12. However, 
an extraordinary meeting of 
Gatt members will be needed, 
probably in June, to formally 
appoint the next director gen- 
eral. 

Mr Sutherland said yester- 
day that the Gatt Job was “an 
opportunity to do something 
very worthwhile," in particular 
in bringing about a Uruguay 
Round agreement 

The global trade talks, more 
than two years overdue, are 
supposed to finish by the end 
of this year, when the 
US administration's proposed 
negotiating authority expires. 


By David Gardner In Brussels 

THE European Commission 
yesterday took steps to over- 
turn its secretive policy on 
access to infor mation, suggest- 
ing that most EC documents 
should be available to the pub- 
lic on demand. 

The move is part of the 
“openness policy" through 
which the Co mmuni ty is frying 
to rebuild its credibility with 
European citizens. 

Foreign ministers of the 
Twelve will consider the pro- 
posals on Monday. They are 
likely to be refined before 
endorsement by EC heads of 
government at the Copenhagen 
summit on June 21-22. 

The proposals would turn EC 
policy on access to documents 
on its head. 

Although the Commission 
Itself is a relatively permeable 
institution, the formal position 
until now, as one Dutch official 
put it, is that “it’s all secret 
unless we decide it isn’t" 

Under the new dispensation. 


all documents would be public 
unless their diffusion preju- 
diced privacy, commercial con- 
fidentiality, national security 
or monetary stability. 

Between now and the Copen- 
hagen summit there is likely to 
be considerable scrapping over 
grey areas of confidentiality. 

Mr Joao de Deus Pinheiro, 
the commissioner behind the 
plan, for instance, wants the 
working documents of the EC 
Institutions - which reveal 
thinking on policy as it germi- 
nates - made public. Some 
member states and commis- 
sioners are bound to resist 
this. 

The proposal would bring EC 
institutions Into line with the 
law in the Netherlands. 
France, Greece an d , Denmark. 
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EC states risk action on passport checks 


By Andrew HH8 hi Brussels 

ACTION will be taken against 
member states which resist the 
abolition of passport checks on 
people travelling within the 
EC, the European Commission 
waked yesterday. 

Mr Raniero Vanni d’Archir- 
afi, the EC internal market 
commissioner, said the Com- 
mission had not changed its 
tough line an border controls, 
in spite of recent comments by 
the new French government 
suggesting that the conditions 
for lifting internal controls on 
people will not be met before 
the end of this year. 


The Community missed the 
January 1, 1993 deadline for 
lifting controls. Mr Vanni d'Ar- 
chirafi has set a new deadline 
of December 1 for the nine con- 
tinental European countries 
which have signed the Schen- 
gen free- travel agreement, and 
has indicated that other coun- 
tries - Britain, Denmark and 
Ireland - will have to follow 
suit by the end of the year. 

Yesterday, celebrating ioo 
days of the new internal mar- 
ket, the commissioner said that 
if member states could not 
demonstrate they were making 
“constant progress" towards 
that objective, then they might 


have to be encouraged by Com- 
mission legislation, or possibly 
legal action, during the second 
half of the year. 

Mr Vanni d'Archirafi said he 
thought the balance-sheet for 
the rest of the single market- 
aimed at ensuring the free 
movement of goods, services, 
capital and people across the 
12 member states - was “fairly 
positive.” although he said 
there still appeared to be some 
resistance to liberalisation of 
the EC's lucrative public pro- 
curement market 

The commissioner, who also 
demonstrated the EC’s comput- 
erised database cm the single 


market, said one key to mak- 
ing the market work was 
distributing more information 
about the opportunities avail- 
able. 

• The European Commission 
has yet to act on promises to 
speed up the most difficult EC 
competition Inquiries, officials 
admitted yesterday. 

A new accelerated proce- 
dure, modelled on the strict 
JfSdlines for EC merger inves- 
tigations, has been put into 
effect for joint ventures, and a 
backlog of ageing competition 
dossiers is being cleared. 

But the EC competition 
directorate has taken advan- 


tage of a change of commis- 
sioner to delay the imposition 
of new deadlines in all other 
cases. Sir Leon Brittan, who 
gave up the competition portfo- 
lio in January, promised faster 
decisions for all complaints 
from April 1. Sir Leon made 
the commitment in a valedic- 
tory speech on the future of EC 
competition policy last Decem- 
ber. 

The Commission’s reluctance 
to speed up procedure will dis- 
appoint many competition law- 
yers. who are frustrated by the 
slug gis hness of some inquiries 
m to. alleged cartels and illegal 
dominance of the EC market. 
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By Lionel Barber in Brussels 

THE EUROPEAN Commission 
. has recovered its nerve. A new 
■ package of measures to accel- 
erate the political and eco- 
nomic integration of six east- 
ern European countries Into 
the EC is bolder than expected, 
a rebuff to criticism of the 
Community's response to the 
collapse of co mmunis m 

The proposals support 
improved, across-the-board 
market access for east Euro- 
pean products; faster dismantl- 
ing of EC tariffs; more Com- 
mission-led lending to finance 
infrastructure; and a commit- 
. meat to eventual membership. 

None of these offers goes as 
far as the Poles, Czechs, Hun- 
garians, Slovaks, Bulgarians, 
and Romanians would like, 
and they fall far short of the 
privileges of full membership. 
But the In i ti al response is posi- 
tive. 

A Polish official described 
the measures as ‘‘ambitious*, 
and argued that it was unreal- 
istic to expect bigger moves by 
the EC. A Hungarian diplomat 
agreed: “We have a very posi- 
tive reaction. The acceptance 
of future membership as a 
shared objective is a very 
imp o rtant political signal” 

The Commission's proposals 
reflect a new alliance between 
Sir Leon Brittan and Mr Hans 
van den Broek, the EG commis- 
sioners responsible for external 
economic and political rela- 
tions respectively. The two 
have apparently set aside ear- 
lier rivalry and championed 
the cause of freer trade. 

“Improved market access is 
the most effective way of 
encouraging economic growth 
and the transition to market 
economies,” proclaims the doc- 
ument; which attacks the 
notion that increased imports 
from eastern Enrope win cause 
lasting damage to EC members 
caught in recession. . . 

It points out that the EC 
moved '• from an Eculbn 
($L22bn) trade deficit In 1991 to 
ah EcnL7bn surplus in the first 


ll months of 1992. Further- 
more, eastern Europe 
accounted for just over 3 per 
cent of total EC imports Qess 
than Norway), yet the EC 
accounted for more than half 
the total trade of eastern 
Europe. 

The chief trade liberalisation 
elements are: 

• Lifting customs duties on 
industrial goods such as cars 
and chemicals by the end of 
1994 - a two-year advance. 
Scrapping tariffs on “sensitive'' 
industrial goods at the <mH of 
the second year after the agree- 
ment comes into force. 

• Moving from a Quota- bas ed 
system which sets rigid targets 
for imports into less restricti v e 
ceilings. This mpam east Euro- 
peans will not automatically 
face higher tariff k if they 
breach import targets. 

• Advancing by six months 
plans to reduce levies by 60 per 
cent on meat, dairy produce 
and vegetables from eastern 
Enrope. Quotas are to be raised 
by 10 per cent. too. 

• Scrapping duties on steel 
imports at the end of the 
fourth year - ahead of sched- 
ule but subject to new agree- 
ments with eastern Europe. 

Brussels officials predict a 
battle with member states over 
market access if the document 
. is to win approval at next 
month's EC summit in Copen- 
hagen. France, Spain and Por- 
tugal are all nervous about 
greater market access; Ger- 
many and Britain want a gen- 
erous approach, if possible 
with more “front-loading” so 
there is an immediate pay-off 
for east. European exporters. 

The political proposals are 
also proving controversial. Mr 
van den Broek lost his fight to 
’ insert 1995 as the date for a 
review conference to assess the 
east European’s progress 
toward EC membership. 

- Another suggestion is to 
invite a committee of wnhmnt 
personalities from western and 
eastern Europe to.report to a 
future EC summit on how to 
foster closer ties. ' 


IMF puts conditions on Hungary credit accord 


By Nicholas Denton 
in Budapest 

HUNGARY has reached a 
“gentleman’s agreement” with 
the International Monetary 
Fund which clears the way for 
a new credit facility and the 
country’s return to financial 
respectability. 

Undo- the accord, agreed in 
Washington tins week by Mr 
Ivan Szabo. the finanrp minis- 
ter, and Mr Peter Bod, the cm- 

Brittan’s 
plan for 
Gatt deal 

By Quentin Peel in Bonn 

THE European Community 
will today ask the US to ease 
market access for European 
exporters, as part of a “lair and 
balanced” settlement of out- 
standing disag reem ents in the 
Uruguay Round of trade liber 
affsatron talks. 

Sir Leon Brittan, the EC 
commissioner for external rela- 
tions, is looking for significant 
concessions from the US in 
areas such as textiles and ser- 
vices, in order to persuade EC 
member states that the whole 
package - including liberalised 
farm trade - is acceptable. 

His idea seems to be to put 
together a broad enough pack- 
age deal to persuade the 
French government, in particu- 
lar, to drop tts objections to the 
form trade compromise negoti- 
ated by the European Commis- 
sion last year. 

After talks in Bonn yester- 
day with Chancellor Helmut 
Kohl Sir Leon held out the 
hope of EC and US trade nego- 
tiators r eaching “some kind of 
breakthrough” in the Gatt 
negotiations in time for the 
Tokyo summit of the Group of 
Seven industrialised states in 
July. 

A timetable of negotiations. 
Including a meeting including 
Canada and Japan, has been 
agreed with that aim in 

mind. 

Sir Leon is flying today to 
Washington with Mr Jacques 
Delors, Commission president, 
for meetings with both Presi- 
dent Bill Clinton and Mr 
Mickey Kan tor, the US trade 


fcral hank governor, Hungary 
promised to bring the coun- 
try's wayward public-sector 
deficit down from more than 7 
per cent of gross domestic 
product to 1992 to 55 per cent 
next year. 

The Hungarian authorities 
plan a package of tax Increases 
and spending cuts. Souk will 
come into effect this year but 
most will bite only in 1994. 

Government officials were 
confident the measures would 


pass through parliament thic 
month, allowing the formal 
signing of the accord with the 
Fund afterwards. An upward 
statistical revision of Hunga- 
ry’s GDP will make the targets 
easier to meet 
In return the IMF will dis- 
burse a credit of SDR560m 
(3394m) over this year and 
next. Clearance will also 
release a 3100m tranche of the 
World Bank’s structural 
adjustment loan to Hungary. 



* 


Brittan: wants US to provide easier access to its markets 


representative, at which both 
sides hope to reopen the 
remaining issues in the Gatt 
trade talks. 

“We have a long way to go, 
but I have no donbt of the 
American desire to go the 
whole way," he said. “They 
have joined me in setting a 
series of dates for meetings 
which will show our resolve. 
The aim is to reach some kind 
of breakthrough in time for the 
G7 summit in Tokyo," said Sir 
Leon. 

A final agreement would 
have to be reached by Decem- 
ber 15, the date when the “fast 
track” negotiating authority 
granted to the US administra- 


tion by Congress finally 
expires. “1 really do believe 
this deadline is the last one,” 
Sir Leon ««id 

He said the EC would now 
focus an the key question of 
market access. US import tar- 
iffs were in general much 
higher than EC tariffs, with 
textiles and services two areas 
showing a big disparity. 

“We want to show the people 
of Europe that we gain some- 
thing from an agreement," Sir 
Leon said. He is simply turning 
a blind eye to French demands 
for renegotiation of the agricul- 
tural part of the EC-US pack- 
age, in sitting that a deal has 
been done. 


The agreement ends a year 
of embarrassment for Budapest 
since the Fund called the 
alarm on Hungary’s budget 
deficit suspended the country’s 
three-year SDRl.wbn credit 
The resumption of IMF funds 
will have a marginal direct 
impact on the financing of 
Hungary’s 32l.4bn gross for- 
eign debt, foe largest per cap- 
ita in eastern Europe. 

The National Bank of Hun- 
gary, the central bank, has had 


little difficulty in raising a 
record 32bn through interna- 
tional bond issues in the past 
six months. i 

But the flip’s blessing, is psy- 
chologically important. It 
should mate international cap- 
ital markets “even softer for 
Hungary. Mr Frigyes Har- 
sbegyi, NBH deputy president, 
said yesterday. 

The economic benefits of 
budgetary restriction may 
come at a heavy political price, 


Central Europe’s 
big mistake: lack 
of bank reforms 


By Anthony Robinson, East 
European Editor 

THE failure of post-communist 
central European states to 
make bank reform and recapi- 
talisation of the banking sys- 
tem top priority has emerged 
as their biggest single policy 
error, according to a progress 
report on economic transfor- 
mation In central Europe. 

Published by foe European 
Commission and the London- 
based centre for Economic Pol- 
icy Research (CEPR), the 
report notes that price liberal- 
isation and finanriai stabilisa- 
tion programmes have been 
successful In the Czech repub- 
lic, Hungary, Poland and Slo- 
vakia but that fur ther institu- 
tion building is required to 
liberalise labour, housing and 
above all capital markets. 

It criticises foe “fast track” 
central European reformers for 
“over-emphasising stabilisation 
at the expense of systemic 
transformation which itself 
concentrated unduly on priva- 
tisation at the expense of wider 
structural change.” 

While stabilisation policies 
managed to prevent hyper- 
inflation, they exacted an 
unduly heavy price in output 
and employment The steep foil 
in. output was exacerbated by 
:foe collapse of Comecon trade 
and the failure to establish a 
payments clearance system to 
manage trade between the for- 
mer Soviet satellites. The unex- 
pectedly sharp decline in eco- 


nomic activity was due largely 
to “the unanticipated negative 
supply side effects as many 
large state owned enterprises 
effectively forced banks and 
suppliers to roll over past 
lf>ans and capitalise arrears so 
that a greater than Intended 
real credit squeeze hit the 
small emerging private sector 
disproportionately”. 

In this the experience of cen- 
tral Europe differs markedly 
from that of the less developed 
countries where the applica- 
tion of a standard policy pack- 
age managed to halt chronic 
inflation almost instanta- 
neously without serious short 
term output costs. 

To overcome the specific 
problems faced by reforming 
post-communist economies the 
authors of the report, Prof 
Richard Portes, director of foe 
CEPR and Prof Mario Nuti, can 
on international institutions 
and governments to implement 
a six-point programme involv- 
ing recapitalisation of the 
banks; incentives for better 
management of state enter- 
prises; the introduction of mod- 
ern VAT and other taxes; 
incomes policies linked to cre- 
ation of effective social safety 
nets; creation of secure legal 
frameworks for foreign invest- 
ment and greater regional 
co-operation to restore lost 
intra-Comecon trade. 

Economic Transformation in 
central Europe. CEPR, 25-28. 
Old Burlington Street London 
W1XILB. £23.50 


however, for Hungary's conser- 
vative coalition government. 
The package would hit voters’ 
finances in the run-up to 
scheduled elections in spring 
1994 which the opinion polls 
say the government will lose 
heavily. 

Hungary's diffi culties with 
the IMF began last year when 
recession, a collapse in taxable 
profits at banks and compa- 
nies, and tax evasion, caused 
government finances to buckle. 

Loans for 

Poland 

approved 

By Anthony Robinson 

THE World Bank has approved 
$750m of new loans to Poland 
in another move which 
strengthens the country's 
attractiveness to foreign inves- 
tors. The latest loan agree- 
ments follow approval last 
week by parliament of the pri- 
vatisation of more than 600 
enterprises. Six weeks ago, the 
International Monetary Fund 

agreed a 3660m standby loan 
after the parliament approved 
a tight budget. 

The hank is lending $30Qm to 
help modernise Polish forming 
and 3450m to support the Pol- 
ish government's enterprise 
and bank restructuring and 
privatisation (EBRP) pro- 
gramme. The new loans bring 
the bank’s commitment to 
Poland to 33-5bn since 1990. 

The EBRP programme has 
been designed to speed privati- 
sation of foe banking system, 
improve banking supervision 
and refinance the bad debts of 
enterprises which clog bank 
balance sheets. Last month, 
Wielkopolski Bank Kredytowy 
became the first big Polish 
bank to be privatised. The 20 
per cent of shares allocated to 
small investors was heavily 
oversubscribed. 

Christopher Bobinski adds 
from Warsaw: Thousands of 
Polish teachers yesterday 
underlined the problems 
caused by tight IMF-imposed 
budget deficit limits by stri- 
king for higher pay which the 
government cannot finance 
without breaching the 5 per 
cent budget ceiling limit 
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US calls for 
Asian Bank 
loan review 


By Victor Mallet in Manila 

THE US yesterday called for an 
independent review of the 
Asian Development Bank's 
loan portfolio in a policy state- 
ment which underlined US res- 
ervations about a proposed 
doubling of the ADB's capital 
and reaffirmed sharp differ- 
ences between Washington and 
Tokyo over the bank’s future. 

Mr Jeffrey Shafer, designated 
by President Bill Clinton as US 
assistant treasury- secretary for 
international affairs, argued at 
the ADB's annual meeting in 
Manila that Asian countries 
owed their economic success 
more to the investments aris- 
ing from their own thriftiness 
than to money from abroad. 

The ADB. he said, should be 
thrifty too. "ft need not - and 
it camiot - go on rapidly 
increasing its lending year by 
year." he said. “More consider- 
ation of the scale of lending 
and the adequacy of current 
resources is needed before a 
decision on a capital increase 
C3n be taken. There is time for 
this." 

Mr Shafer said the bank 
should put more stress on 
reversing the declining quality 
of its projects than on expand- 
ing its portfolio. 

Although the Clinton admin- 
istration’s policy and staff deal- 
ing with multilateral financial 
institutions have yet to be fina- 
lised - Mr Shafer left soon 
after his speech to attend his 
Senate confirmation hearing in 
Washington - the US delega- 
tion in Manila did emphasise 
the Clinton themes of helping 
the poor and protecting the 
environment. 

"Growth os measured by the 
GDP accounts can become an 
obsession, the environment 
can become degraded in its 
pursuit, leaving future genera- 
tions worse off, not better off," 


Mr Shafer said. “This is unsus- 
tainable development" 

Other western shareholders 
in the ADB - with their own 
national budget problems — 
gave qualified support to the 
US call for thrift. Germany, for 
example, backed the idea of an 
independent examination of 
the ADB's performance but 
said the bank needed more 'cap- 
ital to expand its activities in 
poorer countries. 

Mr Kimim asa Tarumizu, the 
Japanese ADB president has 
called for a doubling of the 
bank's present capital of 823bn. 
He has been strongly sup- 
ported by the Japanese govern- 
ment and developing Asian 
countries such as Indonesia 
which receive ADB loans. 

Yesterday Mr Vos hire Hay- 
ashi, the Japanese finance min- 
ister, gave unequivocal support 
to the proposed capital 
increase in his speech to the 
ADB governors. "The bank's 
. . . own calculations indicate 
that its ordinary capital opera- 
tion may reach the leading 
limit some time in the second 
half of the next year at the 
latest," he said. 

Asked what he thought of 
the US proposal for an outside 
inquiry into ADB loans, Mr 
Hayashi said an internal task 
force, as proposed by Mr 
Tarumizu, was the "sound and 
orthodox way”. 

China and India, which each 
borrow about Slbn a year from 
the ADB in ordinary loans, yes- 
terday reiterated their appeals 
for credit from the ADB’s soft- 
loan window, the Asian Devel- 
opment Fund 

Although China and India 
are poor enough to quality for 
ADF assistance, donors have 
so far refused to allow them 
access to funds because they 
fear the demands from the two 
largest populations in the 
world would be too heavy. 


Bahrain bids for 
S Africa business 


By Mark Nicholson in Cairo 

A SENIOR delegation from 
Bahrain’s central bank and 
finance ministry will next 
week make an official visit to 
their counterparts In South 
Africa, taking what officials in 
Manama call a "major step" 
towards developing trade and 
investment ties between the 
two countries. 

The visit will mark the most 
substantial economic and dip- 
lomatic overture towards 
South Africa from the Gulf 
since Pretoria began dismantl- 
ing apartheid and crowns a 
series of initiatives, led by Bah- 
rain, to attract South African 
investment into the region. 

A trade and investment 
accord was signed in Bahrain 
on Tuesday between Kanoo. 
one of the Gulfs biggest trade 
groups, and Omega invest- 
ments, a Cape Town-based 
business consultancy. Bahrain 
officials say the May 10 visit by 
representatives from the Bah- 
rain Monetary Agency prom- 
ises to develop such ties. 
“We’re flying the flag, and put- 


ting up markers for the 
future," said one. 

Bahrain has no diplomatic 
relations with Pretoria, though 
ministers from both countries 
have engaged In a flurry of 
exchange visits in the past 
year. And while Gulf countries 
still technically maintain the 
internationally applied sanc- 
tions against South Africa, 
reforms in the republic have 
encouraged Bahrain, in partic- 
ular. to ignore them. "There is 
acquiescence to consider them 
no longer there,” said Mr 
Tareq Almoayed, Bahrain’s 
Information minister. 

The Bahrain delegation 
intends to examine South 
Africa's exchange controls and 
trade policy with particular 
attention to the banking sec- 
tor, in the hope of tempting big 
South African banks to estab- 
lish branches in Bahrain. The 
arrival of a batch of South 
African banks would be a con- 
siderable fillip to the island, 
which has seen its pre-emi- 
nence as the Middle East's 
banking sector eroded in 
recent years. 


Sanctions bite hard on hungry Iraqis 

Border closure is an attempt to halt economic collapse, writes James Whittington 

D 


RESSED in black robes. Shia 
women from Iraq sit on the 
pavement in the Jordanian 
capital, Amman, selling illegally 
imported cigarettes. Twenty. 30. some- 
times 40 women line up in groups on 
ai-Hashimi Street, in front of the main 
taxi rank and in view of King Hus- 
sein's palace, to earn a few extra 
pennies for their hun g ry families In 
Baghdad. 

Squeezed by nearly three years of 
sanctions against Iraq, the women say 
they have had no choice but to make 
the 14-bour drive by taxi from Bagh- 
dad to Amman every fortnight or so 
for their families to survive. 

Yesterday the taxis were halted. 
The Baghdad authorities closed the 
border in what was described as a 
temporary measure so they could 
withdraw the 25 Iraqi dinar banknote. 
With inflation rampant in Iraq, the 
notes, printed In Switzerland before 
the Gulf war, circulate widely outside 
the country and are valued more 
highly than the locally printed cur- 
rency issued since. 

Iraqi holders of the ID25 notes were 
given a week to exchange them. The 
bonier closure, to be kept in place 
until Monday, is a sign of Baghdad's 
desperation to regain control over its 
collapsed economy. 

“There is no work in Iraq, the 
rationing system is not enough to live 


JORDANIAN businessmen and 
currency dealers counted their losses 
yesterday after Iraq withdrew from 
circulation old, premium-priced 
banknotes in an attempt to shore up 
the Iraqi dinar at home, Reuter 
reports from Amman. 

The ID25 notes have been boarded 
in Jordan and the Golf by speculators 
waiting for the fall of Iraqi President 
Saddam Hussein or the lifting of 
United Nations trade sanctions to 
boost the sharply devalued currency. 

"I have been wiped out overnight 
with all my small savings,” said Mr 
Zein Ayyad, 40, who byd put most of 
his JD8.000 ($11,700) savings into the 
now-withdrawn Iraqi currency. “I do 
not believe there is a house in Jordan 
that has not been hart by this move.” 


Baghdad closed its border with Jor- 
dan at midnight and gave Iraqis a 
week to exchange the W25 notes, 
known as the “Swiss version 1 ’ or 
"originals”, for those printed in Iraq 
since it Invaded Kuwait in 1990. 

Jordanians had no place to turn for 
compensation. “Outside speculators 
in possession of ’Swiss dinars’ have 
been caught with their pants 
down. ..the move clearly was to stop 
them gaining,” said Mr Mtfleh Aqet 
a senior Jordanian banks’. 

“It will boost the purchasing power 
or the dinar held inside Iraq fay 
reducing the money supply and pre- 
vent the holders of outside notes 
from using them to increase inflation 
on goods.” 

Traders said the local branch of 


Iraq's state-owned Rafidein Bank 
refused to take the "Swiss” notes 
Grom them and transfer them to their 
accounts in Iraqi banks. Calls from 
anguished dealers poured into Jor- 
dan’s Central hank asking if Amman 
had any plans to intervene to help 
them change the Iraqi money. 

“Originals” have also, been 
amassed by traders who delivered 
goods to Iraq. “We have official 
papers proving we took it oat in 
return for goods we gave them," said 
Mr Ibrahim Salem, a food merchant 
showing Iraqi certificates. 

Baghdad's move angered many Jor- 
danians who backed Iraq during the 
Golf war. “All this support for Iraq 
has come to nothing,” said Mr All 
Odeh, a disgruntled investor. 


on and prices are too high," says one 
of the women, who did not wish to 
give her name. An estimated 1,000- 
2,000 Iraqis travel between Jordan and 
Iraq each day. 

Already this week the Baghdad gov- 
ernment has announced stiff duties 
on foreign travel. A fee of 1015,000 
(around JD180. or £163. on the 
Amman black market) is to be 
charged to Iraqi citizens, with the 
exception of diplomats and students, 
on leaving the country. 

The measures indicate that the 


Iraqi authorities may be losing their 
economic battle. Living conditions of 
the population, in particular the peo- 
ple in the northern goveroates and 
the Shias, continue to deteriorate. 
United Nations officials and foreign 
diplomats privately predict instability 
in the country unless the economy 
recovers soon. 

Market prices of basic necessities 
have increased by more than half in 
the past three months and prices for 
all foodstuffs remain many times 
higher than before the UN sanctions 


were enforced in August 1990 after 
the invasion of Kuwait 

The price of wheat is 72 times 
higher than in July 1989, rice 45 
times, cooking oil 32, lentils 88, milk 
68. sugar 59 and tea 60 times. 

In addition to this hyperinflation, 
the purchasing power of the popula- 
tion has been drastically reduced. The 
average minimum monthly wage is 
ID150, rising to an average ID4O0 for 
civil servants, but Iraqis claim that at 
least ID 1,000 a month is required to 
feed a small family. 


Mass starvation is avoided by the 
Iraqi government's monthly rationing 
system, which was increased by 20 
oer cent this spring. UN officials in 
Baghdad point out that this is not 
enough to prevent severe malnutri- 
tion among the poorest. According to 
a UN report on the humanitarian 
needs of Iraq, the monthly ration quo- 
tas of flour (9kg), rice and oil 11.75kg 
each) and sugar <i.5kg> provide only 
68 per cent of minimum energy 

requirements. _ . . 

Although the distribution of subsi- 
dies is effective in most areas, north- 
ern governates such as Mosul and 
Kirkuk are reported to receive only 6 
to 10 per cent of their ration entitle- 
ments. In view of this, the report esti- 
mates that nearly l.7m Iraqis, from a 
population of around 18m, need food 
aid for an extended period. 

Iraqi travellers to Amman say that 
those in the former middle class now 
have two or more daily jobs and are 
forced to sell personal assets and fam- 
ily treasures to survive. 

But many are unable to cope. There 
has been an unprecedented rise in the 
number of destitutes and unem- 
ployed. According to the UN report, 
Iraq’s minis try of labour and social 
affair s has registered 450,000 destitute 
persons whose monthly income Is less 
than 0)50. A further 263,000 have 
applied to be included. 
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Chris Patten, HK governor, meets Daniel Rostenkoski, chairman of the house Ways and Means committee, in Washington 

No firm US promise for Patten 


By Jurek Martin in Washington 

MR Chris Patten, the governor 
of Hong Kong, said yesterday 
he bad received guarded assur- 
ances from the Clinton admin- 
istration that it hoped its poli- 
cies towards China would no 
longer be subject to an annual 
confrontation, with Congress. 

Reporting on three days of 
talks with administration offi- 
cials, including President Bill 
Clinton, and members of Con- 
gress, he conceded it was polit- 
ically inevitable that renewal 
of China's Most Favoured 
Nation trading status with the 
US would this year be hedged 
around with conditions con- 


cerning external and internal 
Chinese policies. 

Given the change of govern- 
ment in Washington, he repeat- 
edly said, US policy "is 
unlikely to be what it was last 
year." He had put Hong Kong’s 
case for an unconditional 
renewal of MFN and added 
that it was possible to “devise 
conditions that do less dam- 
age" to the colony. The US, he 
emphasised, was “still making 
up its mind” on China. 

But Mr Patten said that he 
had been told - though not by 
Mr Clinton himself - that the 
US would prefer “that the 
annual MFN debate did not 
become the centrepiece of US 


policies towards China." 

His discussions have 
Included sessions with the con- 
gressional sponsors of the 
Mitchell-Pelosi bill attaching 
conditions to MFN renewal, 
ranging from human rights 
and missile sale policies, on 
which the administration must 
take a position by June 2. 

Congresswoman Nancy 
Pelosi, the California Demo- 
crat, said she was impressed by 
Mr Patten's arguments but 
doubted they would much 
affect the immediate legisla- 
tion. The governor said he 
never expected to change the 
congresswoman's view. 

Mr Patten said he had 


argued that there were US 
means other than MFN 
renewal to press for acceptable 
Chinese policies on weapons 
proliferation. He noted that the 
UK, France and Australia were 
amon g those nations pursuing 
“bilateral dialogues" with 
China over human rights. 
Trade issues could also be 
dealt with on their specific 
merits. 

Mr Patten also distanced 
himself from a recent delega- 
tion to Washington from the 
Hong Kong General Chamber 
of Commerce, increasingly 
influenced by Beijing, which 
had warned of severe conse- 
quences for the US economy. 


Concern 
grows over 
health 
of Li Peng 

By Tony Walker in Beijing 

MR LI PENG, China’s 
65-year-old premier, has not 
been sighted in public for two 
weeks, prompting speculation 
that he may be suffering from 
a more serious illness than 
first indicated. 

Chinese officials explained 
his failure to keep an appoint- 
ment with visiting Philippine 
President Fidel Ramos late 
last month by saying that he 
was suffering from a cold, and 
that he had been taken to hos- 
pital. 

Hie Chinese language Hong 
Kong newspaper Ming Pao 
reported on Monday that Mr Li 
had been suffering Grom heart 
problems. Mr Wu Jlanmtn, for- 
eign ministry spokesman, has 
been endeavouring to dampen 
speculation about Mr Li’s 
health, telling reporters: 
“There’s no point speculating 
about . . He’s just got a cold. 
That’s very common." 

Western officials discount a 
“political illness”. Mr LI was 
recently re-confirmed at a ses- 
sion of China’s parliament or 
National People's Congress, to 
a second five-year term. No 
hint has appeared that he 
might be in political difficul- 
ties. Health details of China’s 
leadership are normally 
closely guarded secrets. 

China's premier was photo- 
graphed playing tennis on 
April 20 with Mr Goh Chok 
Tong, the visiting Singapore 
prime minister. There was no 
indication then of any infir- 
mity, although photographers 
noted that Mr Li remained on 
court only for about 15 min- 
utes. 

His disappearance has inevi- 
tably revived discussion about 
the health of Mr Deng Xiao- 
ping, China’s 88-year-old 
senior leader, who was last 
sighted in Shanghai in Janu- 
ary during the spring festival. 


Farm group 
presses G7 
over Gatt 

By Kevin Brown in Sydney 

AUSTRALIA is trying to 
organise a meeting of the 
Cairns Group of agricultural 
exporting nations to put pres- 
sure on the Group of Seven 
industrialised countries to 
complete the stalled Uruguay 
Round of world trade talks. 

Mr Peter Cook, trade minis- 
ter, has called for a meeting of 
trade ministers from the 14- 
country group on the eve of 
the next G7 summit, expected 
to take place in Tokyo in July. 

Officials said the govern- 
ment believes that a formal 
meeting of the group would 
step up international pressure 
on the G7 nations to resolve 
the remaining areas of dis- 
agreement, which include lib- 
eralisation of farm trade. 

The group, chaired by Aus- 
tralia, was formed to press for 
the extension of Gatt rules to 
agricultural trade, which had 
been excluded in previous 
rounds. It has said it mil not 
accept a Uruguay Round deal 
which Tails to achieve reduc- 
tions in farm support border 
controls and tariff protection. 

The group, includes New 
Zealand, Canada. Argentina, 
Brazil. Chile, Colombia, Uru- 
guay, Fiji. Thailand, Indonesia, 
Malaysia, Brunei and Hungary. 


Ecuador shows lead in international anti-corruption drive 


By Michael Holman in Baffin 

ECUADOR is expected to become the 
first government to sign a new inter- 
national anti-corruption code of con- 
duct and restrict the award of official 
contracts to local and foreign compa- 
nies which have made the same 
pledge. 

The move has been initiated by 
Transparency International, the anti- 
corruption organisation launched in 


Berlin yesterday. Transparency Inter- 
national officials hope that three or 
four other countries mil also soon 
form vvbat are termed ““islands of 
integrity” as part of the campaign 
against corruption. 

Mr Alberto Dahik. vice president of 
Ecuador, told a conference attended 
by more than GO government officials, 
businessmen and develo pme nt 
experts that corruption was as great a 
threat to economic growth in develop- 


ing countries as Aids. A substantial 
proportion of Ecuador's $l3bn debt 
had been wasted on unnecessary con- 
tracts and projects and accompanying 
kickbacks. Examples from Ecuador’s 
own experience, be said, included the 
purchase of nine locomotives and two 
aircraft worth 8120m. 

Mr Peter Eigen, chairman of Trans- 
parency International, said the organ- 
isation would help “erode the taboo” 
that surrounds public discussion of 


corruption, and lead a coalition span- 
ning governments, development agen- 
cies, the business community and citi- 
zens in the fight against it. 

“The creation of Transparency 
International reflects the intense frus- 
tration and anger among government 
and business leaders in many coun- 
tries about the impact of corruption,” 
raid Mr Eigen, a former World Bank 
official. “The concern is global in ori- 
gin and nature. The crisis of corrup- 


tion is not the exclusive domain of 
International development, but has 
reached critical proportions in the 
so-called developing world as well.” 

The business community has gener- 
ally been cautious over Transparency 
International’s request for moral and 
practical support, partly from concern 
that committing themselves to the 
code of conduct would leave them at a 
commercial disadvantage over rivals 
which dismiss the code. 


Yeltsin delays 
Tokyo visit 

A PLANNED visit by Russian 
President Boris Yeltsin to 
Japan this month has been put 
off until later in the year, Ren- 
ter reports from Moscow. 

Mr Sergei Sristunov, a presi- 
dential spokesman, said yester- 
day: “The visit has been post- 
poned by mutual agreement.” 
Mr Yeltsin caused a political 
storm in Japan last year by 
postponing a visit just four 
days before it was due to start 

The president had been 
expected to visit Japan at the 
end of May. Interfax news 
agency said the trip could be 
rescheduled for September or 
October. Japanese newspapers 
on Tuesday said Mr Yeltsin 
might call off the trip because 
of a territorial row between the 
two countries and political ten- 
sions at home. 


Japan shocked over death in Cambodia 


By Charles Leadbaater 

hi Tokyo 

JAPAN’S commitment to play 
a wider role in United Nations 
operations is feeing its stiffest 
test as the nation reacted with 
shock to the killing of a Japa- 
nese policeman on peacekeep- 
ing duty in Cambodia. 

Mr Haruyuki Takata, a 33- 
year-old civilian policeman, 
was killed on Tuesday in an 
ambush on a six-vehicle con- 
voy of peacekeepers. Nine 
other personnel with the UN 
transitional authority in Cam- 
bodia (Untac) were wounded in 
the ambush, four of them Japa- 
nese. The ambush is being 
blamed, on the Khmer Rouge, 
which is boycotting elections 
to be held on May 23-27. 

Japan’s involvement in Cam- 


Khmer Rouge guerrillas have attacked a 
Chinese army unit In central Cambodia, the 
first time the Maoist faction has tamed its 
guns on the country that supported It for 
decades, Reuter reports from Phnom Penh. 

The Khmer Rouge fired shells, rockets, 
mortars and small arms at the Chinese 
engineer base and adjoining Polish 
logistics facility in Korn pong Timm 
province on Tuesday night, Mr ErtcFalt, 


of the UN peace force said yesterday. 

In Beijing the foreign ministry, without 
namin g the Khmer Rouge, rebuked Hs one-time 
ally for the attack. "We express our deep regret 
over the shelling of the Chinese engineering 
battalion in Cambodia,” It said. 

Mr Fait said about 200 Khmer Range fired 
an estimated 200-300 rounds of artillery and 
recoilless rifle shells at the peacekeepers’ 
positions during the two-hour attack. 


bodia followed a painful politi- 
cal debate over the conditions 
in which it would join UN 
peacekeeping operations. The 
killing threatens to reopen that 
debate. 

Leaders of the governing Lib- 
eral Democratic party tried to 
calm alarm about the risks to 
unarmed peacekeepers. Tele- 
vision news programmes were 
specially extended to discuss 


the killing, which dominated 
coverage in most newspapers. 

Mr Yohei Kono, chief cabinet 
secretary, tried to head off 
calls for the government to 
consider withdrawing Japan's 
personnel, a move which the 
leadership recognises could 
cause political embarrassment 
with Japan's international 
partners. 

Mr Kono said the 1991 Paris 


peace accord for Cambodia was 
still in force even although it 
had been violated by the inci- 
dent The peace accord is the 
basis for Japan's Involvement 
in peacekeeping operations in 
Cambodia. 

Mr Kono, speaking after the 
first meeting of a government 
task force set up to decide 
Japan’s response to the killing, 
said the government was call- 


ing on Untac to strengthen 
security for Japanese person- 
nel, relocate civilian police offi- 
cers to safer areas and gather 
all Japanese volunteers in 
Phom Penh, the capital to dis- 
cuss security. 

However, the government 
announced that more than 50 
Japanese monitors for the elec- 
tion would be sent as planned 
next week. 

Japan is also sending an 11- 
strong team to investigate the 
kflling. It is likely to press the 
UN to review the character of 
the peacekeeping operation in 
Cambodia in the light of 
increasing Khmer Rouge vio- 
lence in rural areas. 

Japan has GOO military per- 
sonnel in southern Cambodia,- 
mainly building roads, and 70 
civilian police volunteers. 


Chief of 
UN health 
agency 
re-elected 

By Prances WBUams In Geneva 

DR Hiroshi Nakajima, 
controversial director-general 
of the World Health Organisa- 
tion, was yesterday re-elected 
for a second five-year term as 
head of the 185-nation UN 
agency. 

But the vote, 93 to 57, dis- 
played unexpectedly strong 
disapproval of his handling of 
WHO affairs, making it likely 
that his second term win be as 
turbulent as the first 
The vote at WHO's annual 
meeting followed a heated 
debate on a report by external 
auditors which revealed 
“shortcomings’’ In financial 
controls relating to contracts 
for executive board members. 
Dr Nakajima, a Japanese, was 
nominated for re-election by 
the 31-member executive board 
by 18 votes to 13, amid accusa- 
tions by the US and other 
donor nations that Japan had 
used threats and inducements 
to win developing country 
votes. 

Western countries opposed 
to Dr Nakajima have made 
clear that they will insist on 
sweeping reforms In manage- 
ment and financial account- 
ability at WHO, which has a 
two-year budget of $i.8bn. Mr 
Walter Broadnax, deputy secre- 
tary-designate at the US Health 
Department, warned in a 
speech that “only managerial 
and leadership changes can 
prevent further erosion in pro- 
gramme effectiveness”. 

Britain called for “a different 
management culture” to 
ensure funds were used “with 
probity and provide good value 
for money”. Canada, France, 
Denmark and the Nordic coun- 
tries were also highly critical 
On Tuesday Dr Nakajima 
promised reforms “to tighten 
up management and adminis- 
tration and to revitalise WHO's 
structure to achieve greater 
efficiency, transparency and 
accountability’’. 

A reorganisation already in 
train will curb the powers and 
influence of three key mem- 
bers of staff Implicitly critic- 
ised by the audit report But Dr 
Nakajima is also criticised by 
western donors for lack of lead- 
ership and vision and by many 
of his staff for autocratic man- 
agement Critics say these con- 
cerns will not be assuaged by 
administrative changes, how- 
ever desirable these are. 

Arabs agree 
to extend 
peace talks 

SYRIA said yesterday' that 
Arabs had decided to extend 
their current round of peace 
talks with Israel for a third 
week, Renter reports from 
Damascus. 

We did not find difficulty in 
accepting the extension of 
talks for one week at the 
request of the United States, 
especially in light of the US 
interest to push the peace pro- 
cess forward," said Mr Farouq 
al-Shara, foreign minister. 

Mr al-Shara said the negotia- 
tions, which resumed in Wash- 
ington on April 27 after a four- 
month suspension, had not 
made any significant progress. 

In Rome, delegates to multi- 
lateral talks on Middle East 
economic issues discussed 
plans to promote trade and 
unprove transport as the US 
and Italy pledged aid to the 
occupied territories. 
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WORLD BANK shareholder 
countries have sent manage- 
ment back to the drawing 
board to procto a new set of 
measures for improving the 
implementation and supervi- 
sion of loans. 

Executive directors repre- 
senting the member countries 
rejected a first-draft action 
plan called “Next Steps” as an 
inadequate response to a com- 
mission's report which docu- 
mented an alarming deteriora- 
tion in the performance of the 
World Bank's loan portfolio. 
The commission was chaired 
by Mr Willi Wapenhans. 

“We worked closely with 
other member countries in 
determining that the first 
response was not satisfactory, 
and we joined with the others 
in sending managBTwmt back 
to the drawing board for fur- 
ther work,” Mr Lawrence Sum- 
mers, the US Treasury under- 
secretary in charge of interna- 
tional affairs, told a House of 
Representatives committee 
yesterday... 

“We made dear that the ini- 
tial response went insuffi- 
ciently far to respond to con- 
cerns about the need far more 


adequate supervision of bank 
projects, and much more 
emphasis on implementation 
rather than on approval of 
loans,” he said , 

The Wapenhans report said 
that more than 75 per cent of 
World Bank projects showed 
acceptable performance, but 
noted a steady deterioration in 
portfolio perfonnaace. The pro- 
portion of projects with signifi- 
cant problems rose from li per 
cent in 1981 to 20 per cent in 
199L 

The World ban been 
caught in the unfavourable 
spotlight cast in recent weeks 
on the European Bank for 
Reconstruction and Develop- 
ment, its sister multilateral 
bank. Some members of Con- 
gress are treating the adminis- 
tration's request for funds Cor 
the International Development 
Association, the concessional 
loan arm of the World Bank, 
with as little enthusiasm as 
they are showing for EBRD 
funding. 

But the Hfint/m administra- 
tion, although at first hesitant 
about the size of the IDA con- 
tribution negotiated by its pre- 
decessor, is throwing its 
weight behind the request, 
involving a $L25bn (£T96m) IS 
contribution this year. 


Democrats hold Aspin 




seat by tiny margin 


By Jursfc Martin in Washington 


.to 


THE White House breathed a 
email qjg Vi of relief yesterday 
when the Democratic Party 
narrowly held on to the. House 
of Representatives seat from 
Wisconsin occupied for. 22 
years by Mr Les Aspin, now 
defence secretary: 

Mr Peter Barca’s margin - 
50-49 per cent, or about 700 
votes - compares with Mr 
Aspin's 58-42 per cent victory 
last £rmg_ Mr Barca's Republi- 
can opponent, Mr Mark Neu- 


mann, .was threatening 
demand a recount 
hi another special election in 
a very conservative district of 
Ohio, the Republicans won eas- 
ily. ....... 

Although by-elections often 
favour the political opposition, 
a combination of a d efeat in 
Wisconsin together with the 
likelihood of the loss next 
month of the Democratic Sen- 
ate seat from, Texas will not 
have helped President Bill 
dintan’s political authority at 
a-thne when he needs it most 


US reviews drug sentencing policy 


By George Qraham 


MS Janet Reno, US 
attorney-g eneral baa ordered a 
review of federal prosecution 
and sentencing policy for drag 
offences in a move which may 
head off a revolt b; federal 
judges. 

Many senior judges an ref- 
using to hear drug cases 
because of their objections to 
the sentencing rules. Judge 
Harold Greene, a prominent 
federal judge in Washington, 
last week rejected the mini- 
mum sentencing rules as 
unconstitutional. 

Both Ids Reno, who as state 
prosecutor in Miami intro- 
duced an innovative rehabilita- 
tion programme for first-time 
drug offenders, and Mr Lee 
Brown, the former New York 
City police chief appointed last 
week to head President Bill 
Clinton’s drug control office, 
are expected to shift the focus 
of drug policy away from . 
enforcement towards treat- 
ment and prevention. 

Tougher prison sentences 
have been the linchpin of US 
policy for drug offences over 
the last 10 years. Sentencing 
rules effective from 1987 



US federal prisons’ soaring drug population 
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require a sentence of at least 
five years for possession with 
intent to distribute 5 grams of 
crack cocaine. 

Anyone convicted of selling 
drags within 1,000ft of a school 
must serve at least one year in 
prison without parole. 

Critics erf the rates say they 
can teed to excessive sentences 
ft or the *™ii fry in drug daaie, 


and compel judges to order 
inappropriate prison sentences 
for non-violent drug users who 
deal to support a drug depen- 
dency and who might respond 
better to trea tment 
But others argue that 
tougher sentences are needed 
to clamp down on drugs, and 
that the mandatory rules 
it harder for criminals to 


escape prison by plea bargain- 
ing. 

“Mandatory miniinnwia are 
based not on an nnthiniriwg 
reflex but on sound philoso- 
phy; effective deterrence 
depends both on severity and 
im certainty of punishment,” 
said Mr Bob Martinez, head erf 
the Office of National Drug 
Control Policy under former 


President George Bush. 

Some of the harshest critics 
of the mandatory sentencing 
rales, however, are the judges 
who have to administer than, 
and who complain that they 
simply do not work. 

“It results in some tremen- 
dous inequities in the sentenc- 
ing process, and judges are 
uncomfortable with that,” said 
a spokesman for the Judicial 
Conference, the governing 
body of the federal judicial sys- 
tem. 

The prison system, too, is 
craning under increasing pres- 
sure. Over the last 10 years the 
federal prison population has 
nearly tripled. This results 
almost entirely from drug 
offenders, who accounted for 
58 per cent of federal prisoners 
at the end of 1991 against 28 
per cent a decade earlier. 

Over the same period the 
average sentence for drug 
offenders convicted in federal 
courts rose from four to seven 
years, while the average sen- 
tence for violent crime fell 
from 10% years to 7% years. 

In the state system, the per- 
centage of drug offenders in 
the prison population has tri- 
pled to 22 per cent 


NEW YORK ART AUCTIONS 


Warhol works disappoint 



THE biggest 
art sales erf the 
year - of 
impressionist, 
modern, and 
contemporary 
paintings and 
sculpture - 
produced 
mixed fortunes for Sotheby’s 
and Christie's in opening ses- 
sions in New Yak this week, 
writes Antony Thorncroft 
Sotheby's sold only 58 per 
cent of the 78 lots on offer by 
value, for a total of 28.8m 
(£5.7mX There was ne g M gihle 
bidding The great disappoint- 
ment was Andy Warhol - with 
only two of 12 paintings by 
him finding buyers. “Old Tele- 
phone”, painted in 1961, madn 
$552^00, below estimate: 

It was a bad evening for Mr 
Charles anrtnhi, who was try- 
ing to sell his version of Carl 
Andre’s bricks, “Equivalent 
VI*. The Tate Gallery has 


never been for g i ve n for paying 
£6,000 for Equivalent Vm, 
another group of firebricks by 
Andre, but the price now looks 
cheap. Mr Saatchi was hoping 
for $300,000 for his version; in 
the event they failed to sell. 

Paintings by Franz Kline «wd 
Clyfford Still, both of which 
were expected to top 21m. were 
also not sold. The more experi- 
mental sculpted works did 
best, with auction records for 
Mark di Suvero’s creation of 
weathered timber, rope and 
nails (which fetched 2470,000), 
and for Donald Judd's con- 
struction of 10 stainless steel 
units fitted to a wall at six-inch 
intervals (2233^00). 

In contrast, Christie's was 
mcouraged by its Tuesday auc- 
tion, «dWng all the top lots. 
The most important contempo- 
rary painting on offer this 
week, “Number 19, 1948” by 
the leading abstract expres- 
sionist artist Jackson Pollock, 


in which he dripped and 
poured paint on to the canvas, 
sold for 22.42m, slightly above 
its top estimate, to a private 
European collector. 

A 1967 painting by Frauds 
Bacon, “Study for a portrait in 
a revolving chair”, was on tar- 
get at 21.2m, while “White 
Brushstroke I” by Roy Lichten- 
stein, in which he parodied the 
spontaneous brush stroke 
which characterised abstract 
expressionism, made 2728^500. 

There was keen bidding by 
European and American pri- 
vate collectors at the Christie’s 
auction. Other names to sell 
were Robert Rauschenberg, 
whose “Nettle” fetched 
2717,500, and Jasper Johns, 
whose 1980 "Untitled” realised 
$607,500. 

The prices are well below 
levels of four years ago but 
they suggest that more modest 
estimates attract buyers beck 
to the market 


Beige Book eases 
economic concern 


By Mchael Prowse 
Vi wmungton 


RECENT economic reports 
may have ted to unnecessary 
anxiety about US economic 
prospects, the Federal 
Reserve’s latest Beige Book 
survey of regional economic 
conditions implied yesterday. 

The generally upbeat report 
cites a “modest i m p w i B wnmt 
in eco n omic conditions across 
much of the nation” last 
m^ nth ) following a dip in activ- 
ity in March caused mainly by 
severe winter weather. The 
survey was wmdnnted in the 
weeks up to April 23. 

ManiT fa r t firpng in most dis- 
tricts reported increases in 
sfl le s «md orders, with near-ca- 
pacity production at some car 
and steel plants. However, no 
region expected a flurry of hir- 
ing as increased output was 
coming mainly through pro- 
ductivity gains and overtime. 


The Fed survey was also 
upbeat about consumer spend- 
ing, reporting a modest 
rebound in retail sales in most 
areas after widespread declines 
in March due to the bad 
weather. The revival was led 
by durable items such as furni- 
ture and home appliances. 

Most districts also reported 
«hmg or hn pr r w i n g residential 
housing markets last month. 
However, commercial real 
estate remained in the dol- 
drums in most areas. 

The relative optimism of the 
survey follows a series of 
gloomy statistics, including 
sharply reduced growth in the 
first quarter and recent steep 
ftflia in the purchasing manag- 
ers’ index and leading eco- 
nomic indicators. 

Employment figures for 
April, due out tomorrow, will 
be scrutinised for evidence of a 
pick up in ac tivity after the 
subdued first quarter. 


Ontario 
pay threat 
enrages 
unions 


By Bernard Simon In Toronto 


CANADA'S powerful civil 
service trade unions are gear- 
ing up for a fight over 
demands by provincial and 
local governments for conces- 
sions aimed at curbing budget 
shortfalls. 

Tensions are most apparent 
in Ontario, where a social- 
democratic government, 
elected in 1991 with the back- 
ing of organised labour, has 
called for CS2bn (£lbn) in 
wage cuts. The government 
has warned that 40,000 jobs 
could be at risk if unions 
failed to agree a belt-tighten- 
ing “social contract” ahead of 
the provincial budget later 
thk month. 

Ontario, which has been one 
of the heaviest borrowers on 
intematiiwiai capital markets 
this year, risks having its 
credit rating cut if it fails to 
bring its 1998/94 budget deficit 
down from a projected C$16bn- 
C*17bn to C$10bn-C$12bn. 

Three of Canada’s four big- 
gest unions represent public 
sector workers. Led by the 
407,000-member Canadian 
Union of Public Employees, 
they are generally more mili- 
tant than their private-sector 
counterparts. 

Mr Andrew Jackson, econo- 
mist at Hu» Canadian Labour 
Congress, said traditional ties 
between the labour movement 
and the New Democratic party 
- which governs in Ontario, 
British Columbia and Sas- 
katchewan - were unlikely to 
deter onions from acting in 
their members’ interests. 

The governments appear to 
be banking on limited public 
support for the unions. In a 
provincial election in New- 
foundland earlier this week 
the ruling liberal party won a 
big victory on a platform of 
public-sector austerity. 

Under legislation passed last 
year, federal civil servants’ 
pay scales are frozen for two 
years in return for almost 
total job security. But Mr Don- 
ald Mazankowski. finance 
minister, said in last week's 
budget that Ottawa wanted to 
reopen the job-security deal. 
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(City of London Telecommunications) is proud to announce it has been 
awarded its P.T.O. (Public Telecommunications Operator) licence. The 
company that brings the first and only end-to-end fibre-optic network to the 
Greater London area is turning over a new leaf in telecommunications technology. 



CITY OF LONDON TELECOMMUNICATIONS 



Bringing quality and choice 
to telecommunications. 


23 Lovat Lane, London EC3R 8LL 
Telephone: 071-626 4121 Fax: 071-626 4123 
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NEWS: UK 


Germany, France 
challenge UK in 
aerospace table 


By Paul Betts, 

Aerospace Correspondent 

BRITAIN has again been 
overtaken by France as the 
••vest's second largest aerospace 
industry, after the US. and is 
now also being challenged by 
Get many at the top of the 
European aerospace league. 

Mr Tim Sainsbury. the min* 
ister for industry, yesterday 
told a parliamentary inquiry 
into the UK aerospace industry 
that the sector's £llbn turn- 
over last year was slightly less 
than the Eii.32bn turnover of 
the French aerospace industry. 

This was the second consecu- 
tive year the UK has trailed 
France, but Britain would have 
regained the number two posi- 
tion if France's significant par- 
ticipation in the European 
space programme was 
excluded, lie said. 

However, be acknowledged 
that both the French and Ger- 
man industries had received 
greater direct support from 
their governments compared 
with their UK counterpart. 

Germany has mounted a sig- 
nificant drive in the last three 
years to regain a leadership 
position in the European aero- 


space industry through a 
restructuring around the 
Daimler-Benz group. 

Mr Sainsbury said the UK 
government had provided since 
1979 £1.22bd in launch aid sup- 
port for seven aerospace pro- 
jects involving British compa- 
nies. 

Mr Sainsbury indicated the 
DTI intended to maintain the 
same broad level of research 
and development support dur- 
ing the next three years in line 
with the £56. 9m it provided 
under the Civil Aircraft 
Research and Demonstration 
Programme over the last three. 

This sum did not include an 
additional £21.5m British con- 
tribution to the European 
Transonic Windtunnel project 
aimed at giving the European 
civil aircraft industry a large 
testing facility at Cologne, in 
Germany, competitive with US 
windtunnel facilities. 

The industry’s total exports 
amounted to £7.7bn last year 
accounting for 9 per cent of ail 
UK exports of manufactured 
goods. With total imports of 
£5J2bn, the sector contributed 
about EL5bn to the country's 
balance of trade last year, the 
DTI told the committee. 


Governor signals doubts on ERM 


By Peter Marsh, 

Economics Correspondent 

A FURTHER distancing of 
Britain from early re-entry into 
the European exchange rate 
mechanism was signalled yes- 
terday by Mr Robin Leigh- 
Pemberton, the governor of the 
Bank of England. 

Mr Leigh-Pemberton, in what 
amounts to a swan-song speech 
in New York two months 
ahead of his retirement said: 
“Exchange rate stability is the 
result of convergence in under- 
lying economic policies and 
performance. It cannot be 
achieved by actions in the 
exchange markets alone." 

The speech was interpreted 
as an effort by Mr Leigh-Pemb- 


erton, governor for the past 10 
years, to downplay the signifi- 
cance of the ERM as a possible 
fixture plank of UK economic 
policy. 

It is likely to irritate many of 
the UK’s European partners, 
who see early re-entry by ster- 
ling Into the mechanism as 
vital to efforts to propel the 
continent towards economic 
and monetary union. 

Although global coordination 
of economic policies was 
important. Mr Leigh-Pemb- 
erton said in a speech deliv- 
ered to the Institute of Interna- 
tional Bankers that the 
“primary international respon- 
sibility of each country is to 
set its own house in order”. 

In a passage underlining the 


unease about the ERM, which 
is shared by many in govern- 
ment circles in the UK since 
Britain's forced exit from the 
ERM last September, Mr Leigh- 
Pemberton said: “Attempts to 
move exchange markets in 
directions that are not consist- 
ent with underlying policies 
□early always end in disap- 
pointment.” 

The speech underlines the 
scepticism shared by some 
Bank officials that the ERM 
discipline could ever have been 
construed as a complete 
replacement for tough domes- 
tic policies aimed at price sta- 
bility. 

Mr Leigh-Pemberton did not 
discuss the details of any 
future UK economic policy. 


However, he said Britain 
should rely on focusing clearly 
on “medium term goals of 
price stability and budgetry 
consolidation”. 

fn a pointed lack of reference 
to moves to create a single cur- 
rency for Europe, which some 
Bank officials think may be 
premature, Mr Leigh-Pemb- 
erton said the efforts to estab- 
lish an economic and monetary 
union should p rimari ly be to 
“remove unnecessary regula- 
tions, open markets to competi- 
tion, and eliminate barriers to 
trade.” 

Mr Leigh-Pemberton said the 
leading nations should step up 
efforts to improve bank super- 
vision and more efficient bank- 
ing payments systems. 


Union accuses Hoover over Scots plant 


By Robert Taylor, 

Labour Correspondent 

HOOVER, the domestic 
appliances manufacturer, was 
accused yesterday by the 
AEEU engineering union of 
misleading its workforce over 
the future of its British 
operations. 

The union said it had written 
to Mr Leonard Hadley, presi- 
dent and chief executive of 
Maytag, the parent company in 
the US. asking him who was 
running Hoover. 


Earlier this year the AEEU 
negotiated an efficiency deal 
with Hoover that resulted in 
the transfer of vacuum cleaner 
production from Dijon, France, 
to Scotland. Last week doubt 
was cast over tbat agreement 
when it became clear that the 
company is reviewing its Euro- 
pean operations. 

The union said that Mr Had- 
ley and the company's newly 
appointed European president 
Mr Gerald Kamman appeared 
to have contradicted each 
other over the future of Hoo- 


ver's Scottish plant. 

In his annual statement to 
the shareholders’ meeting in 
Iowa, US. on April 27 Mr Had- 
ley told them that the move 
from Dijon to Cambuslang was 
"proceeding” as planned. 

“We took a 1992 charge of 
$53m to cover the expenses of 
this European reorganisation, 
but we expect to recover those 
charges in the future as we 
will eliminate duplicate over- 
heads. reduce labour costs and 
realise economies of scale”, he 
added. 


But only a day earlier Mr 
Kamman wrote to every Hoo- 
ver employee in Europe to say 
due to financial losses ’’noth- 
ing will escape review”, includ- 
ing the transfer of production 
from Dijon to Scotland. 

”On the day before you con- 
firmed to your shareholders 
the tr ansfe r of production to 
Scotland the new European 
management implied that this 
may not be the case“, the 
union wrote to Mr Hadley. 

The company was unavail- 
able for comment yesterday. 


NOWIN 
ITS 10TH. 
SUCCESSFUL 

YEAR! 
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When it comes to massively parallel 
computing, it seems we've been massively 
successful. 

We’re now on our fourth generation of 
massively parallel business systems - and we're 
delivering them. 

They say imitation is the smcerestfoim of 
flattery. 

So it’s nice to note that after all the 
years of saying h couldn’t be done, 
some of our biggest competitors are 
now crying to do iL 
bucHaa 1 * 1 and the hud bgd ^D^dcaarta of Intel CwpOK Ki Ott. 


One of our biggest innovations was bettering 
that Kg computers should be aide to nm the 
same code as small computers (liras making 

applications completely portable). Which is why 
we use the same lord platform for our PCs, 
servers, and massively parallel systems — with 
up co several hundred Incd486 7 ’ 1 processors in 
the latter. 

Another major d i fference: while our 
competitofs are watfch$ on their systems, 
our systems are working for Our dknts. 

Far example a major US financial ingriturion 


uses one to analyse credit cord repayment 
behaviour, and thus credit control, on 4 million 
accounts. 

The first jeart benefit to the b o ttom line 

was $12 million - which is three rimes die cost 
of buying and installing the computed 
Massively parallel processing is just one of 
die technologies needed to take mdayb 
companies into the next millmninm 

Others include global computer networks 
finking your company, your dienes and your 
suppliers, that wifi be as easy to use wwi as 



accessible as die telephone network is today. 

To provide these, NCR’s expertise 
in enterprise computing and AT&T’s in global 
telecoms have been brought together. 

To create a new kind of information systems 


company. 


For more information, contact your local 
NCR office. 



AT&T 



The Strategy for Managing Change, 




Britain in brief 



Plan to alter 
finances for 
small business 


Mr Howard Davies, 
director-general of the Confed- 
eration of British Industry, the 
employers group, outlined a 
six-point plan to change the 
way small businesses are 
financed in Britain so that 
they can survive cash-flow 
problems during recovery. 

His proposals, outlined to 
the British Venture Capital 
Association, are to form the 
basis for developing a more 
formal CBI policy in the next 
few weeks. The points were: 

• Speed up payment of money 
owing to small businesses by 
big companies and the public 
sector, often the worst 
offender. 

• Wider use of factoring, 
where companies sell their 
invoices to finance booses, 
often subsidiaries of banks, 
which then collect the money. 

• Ranks should be more will- 
ing to swap debt for equity. 

• The venture capital indus- 
try needed to look at its 
investment pattern. 

• A replacement for the Busi- 
ness Expansion Scheme. 

• A successor to Unlisted 
Securities Market - alternative 
markets are being considered. 


* 

Airline pilot 
wins job case 

An airline pilot was awarded 
more than £ 10,000 damages for 
unfair dismissal after be 
advised holidaymakers whose 
flight to Malta was twice 
diverted to Belfast to complafo 
to the tour operator. 

Captain Andrew Stevem was 
dismissed by taterBuropegs 
Airways after he urged passen- 
gers to write to Aspro - one of 
Britain’s top five package holi- 
day companies - after the 
flight was diverted to North- 
ern Ireland to pick up extra 
passengers. " . 

An industrial tribunal ruled f 
he was right to advise the 
angry passengers how to eota- 
plain. His employer, InterEu- 
ropean Airways, is~ to pay 
£10.615 compensation. 

Laboratories 
may be sold 

Mr Michael Heseltlne, trade 
and Industry secretary, is con- 
sidering a sale of his depart- 
ment's five laboratories, which 
generate business worth more 
than £ 100 m a year. 

He said the government was 
reviewing the future of the 
National Physical Laboratory, 
the National Weights and Mea- 
sures Laboratory and the Labo- 
ratory of the Government 
Chemist near London; the 7 . 
National Engineering Labora- 
tory, East Kilbride, Strath- 
clyde; and the Warren Spring 
Laboratory. Stevenage, Hert- 
fordshire. The review will 
cover rationalisation, fran- 
chises. and privatisation. 


UK reserves 
rise $760m 

Britain’s official gold and for- 
eign currency reserves rose by 
S760m last month, bringing 
reserves at the end of the 
month to $4 1,658m compared 
with $40, 898m at the end of 
March. 

Economists suggested that 
the government had taken 
advantage of the stronger 
pound last month to replenish 
its reserves of foreign cur- 
rency. 

The underlying change, 
which includes Scottish elec- 
tricity privatisation proceeds of 
$2m, but excludes proceeds 
from the quarterly tender of 3 
year Ecu Treasury Notes, was 
a rise of $62m. 


April house 
prices up 1.6% 

House prices In the UK rose by 
1.6 per cent in April the larg- 
est monthly increase for more 
than four years, Halifax Build- i 
ing Society said yesterday. 

The country's biggest mort- 
gage lender said that the sea- 
sonally adjusted figures: 
“could be a sign that house 
prices may well start to 
increase earlier than most ana- 
lysts have anticipated. 

“The society said: “It is 
probable now that house 
prices will show a small 
increase in 1993 as a whole 
and could rise in line with 
average earnings in the econ- 
omy next year.** 
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international Trade Finance is the essential reference 
source for the busy executive. Published by Financial 
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Experts say Major can ratify despite setback over Maastricht 


By Robert Rice* 

Legal Correspondent 

LEGAL experts said last night 
. ™re were no obvious constitu- 
tional objections to the govern- 
meat using -the royal preroga- 
■ “V©^ 3nd effectively by-passing 
parliament, to ratify the 
protocol 

Lawyers also yesterday 
suggested that the courts 
would he reluctant get 
mvblved in the issue and. that 


anti-Maastncht campaigners 
had no grounds for seeking a 
judicial review at this stage. 

The government yesterday 
accepted an amendment to the 
Maastricht Treaty Kll (draft 
legislation) that calls for the 
deletion of the protocol on the 
social chapter. This led to 
c laim s that the government 
cannot legally ratify the treaty. 

But Sr William Wade, a con- 
stitutional expert, said that 
generally International treaties 


e»u«auj lulkii mini ma i 

Another blow 
for the fragile 
Tory morale 


By PhiSp Stephens 

RETREAT on Wednesday. 
Defeat on Thursday. Thus Mr 
John Major’s opponents were 
celebrating last night his 
climbdown on the Maastricht 
treaty and the forecast Conser- 
vative defeat in today's by-elec- 
tion (to replace an MP who 
died earlier this year). - 

Only 10 days ago J£r Major 
was leading his ministers from 
their Whitehall bunkers in a 
rival set of celebrations. The 
economic green shoots had 
taken root, the political tide 
had turned. The prime minis- 
ter was back in charge. 

But yesterday he was forced 
to acknowledge that the courts 
would have the final say on 
Maastricht The cheers this 
rime ranng from the curious, 
not to say unholy, alliance of 
Labour, Liberal Democrat and 
Tory Eurosceptic MPs. 

No one should be surprised 
by the change: Britain's politi- 
cians are more susceptible 

than YYwrf to nwnip. muin gg m 

mood. The flavour of the 
English football terrace is nur- 
tured daily by rfaahyi in the 
House of Commons. 

But the odds are that, just as 
the euphoria which greeted the 
declaration of an end to the 
recession was overdone, so too 
wdl be the gloom which wffl 
follow the Maastricht retreat 
and the loss of the by-election 
at Newt) my, west Of I-nndnn. ; 

That loss, of course, must 
not be taken for .granted. The • 
lesson from last year's general - 


election is that the consensus 
can be wrong. No one any lon- 
ger trusts opinion polls. 

But holding Newbury after 
the cataclysms of the past year 
would be an extraordinary 
achievement for the prime 
minister. The 9.2 per cent 
swing required by the Liberal 
Democrats is well within the 
range of their by-election victo- 
ries during the last parliamen t 
The government is unpopular, 
even in prosperous Newbury, 
which sits astride the corridor 
of investment drawn to the M4 
motorway during the 1980s. 

Against that background a 
decision by the voters that it 
was too risky even In a by-elec- 
tion to turn out the Conserva- 
tives would carry a chilling 
message for the opposition par- 
ties. If the government can 
escape even a. serious protest 
now, it can do what It likes 
before the next general elec- 
tion. The temptation for politi- 
cal commentators would be to 
go home in the knowledge that 
permanent Conservative gov- 
ernment had arrived. 

So the assumption at West- 
minster is that by Friday Mr 
Major’s already fragile parlia- 
mentary majority will be 
reduced to 19 and that the Con? 
servafivas will lose control of 
perhaps half a dozen or more 
countiesin the local elections. 

- Nor could the eloquence of 
Mr Douglas Hurd’s speech hide 
the feet that thei . government 
had been forced into an damag- 
ing retreat on the social chap- 
ter. Few at Westminster doubt 


can be ratified by royal prerog- 
ative provided they do not 
require any changes to domes- 
tic legislation. 

Constitutional experts 
believe the government ran 
ratify the .soda! protocol by 
royal prerogative because par- 
liamentary ratification is only 
required for treaties which 
Involve changes to British law. 

As Britain has opted out of 
the social chapter the social 
protocol does not require any 


changes to our current employ- 
ment legislation. 

Mr David Vaughan QC, a 
European few expert said great 
play was made by those who 
believed parliamentary ratifi- 
cation was required for the 
sodal protocol of the terms of 
the 1978 European Assembly 
Elections Act 

Section 6(2) of that act pro- 
vides that no effect can be 
given to any protocol or treaty 
which results in any increase 


in the powers of the European 
Assembly without the approval 
of the UK parliament 

But Mr Vaughan said that it 
was clear from Hansard that at 
the time the 1978 act was 
passed parliament was rad so 
much concerned with prevent- 
ing extra powers being given 
to the European parHflmpnt as 
with preventing any decrease 
in the powers of Westminster. 

Parliamentary approval 
would therefore have been 


required for opting-in to the 
sodal chapter but not fra: opt- 
ing out, because opting out has 
no effect on Westminster's 
powers in the social/employ- 

mmt field 

Lawyers also believe Euro- 
sceptics may face insnrmount- 
able problems in trying to per- 
suade the courts to hear a legal 

rhaltong w. 

Sir William Goodhart QC 
said it was difficult to see who 
would have the necessary 



WHI fee ayes have it? Prime Minister John Major speaking in the (Sty of London ahead of yesterday's Maastricht debate 


that Mniwtrirht will in the end 
be ratified. But the courts will 
decide when and how. 

So fee fragile confidence of 
the Tory back benches has 

tafcftw another knock. There 

wifi be the usual demands for 
inquests, for the government 
to get a grip. The liberal Dem- 
ocrats, likely to be the biggest 
gainers in fee local elections, 
win celebrate their return to 
fee politic a l limelig ht after a 
year in the shadows. 

But what of Mr John Smith's 
Labour party? It can revel 
briefly in the government’s dis- 


comfort over Maastricht Lady 
Thatcher’s phmn«i appearance 
today to renew her call for a 
referendum should add to its 
cheer. Labour, consigned to 
oblivion in Newbury, might do 
better than expected in the 
county elections. 

But a year after its fourth 
election defeat it is displaying 
neither the energy nor the 
innovation needed to trans- 
form its longer term political 
fortunes. Lest feat judgment is 
deemed partisan, it was off sod 
by a prominent member of the 
shadow cabinet. 


This weekend the Labour 
party's newly created policy 
forum will consider three docu- 
ments designed to shape their 
policies on the economy, 
Europe and the constitution. 

If there is a single theme it is 
that the opposition must frame 
Its instinctive trust in the state 
in terms of its role in libera- 
ting the individual. The idea is 
developed most convincingly 
by Mr Tony Blair, the shadow 
home secretary, hi his intro- 
duction to the paper on the 
constitution. Mr Gordon 
Brown, the shadow chancellor. 


meanwhile, has discarded more 
of the economic baggage which 
the party carried during fee 
1980s. But overall, the docu- 
ments leave little sense the 
opposition is making a decisive 
break with the past Nor do 
they dispel the impression that 
each attempt by Mr Blair to 
define its future as a modem 
social democratic party is 
being confounded by back- 
room plotting among the 
trades union barons to pre- 
serve their empires. Mr 
Smith’s supporters may have 
less to cheer than Mr Major's. 


standing to bring an applica- 
tion for judicial review. To 
have sufficient standing an 
applicant would have to show 
some interest which had been 
adversely affected by a govern- 
ment decision. 

Mr Vaughan agreed, and 
added that a legal challenge 
could only happen once the 
Maastricht bill was In force. 

A challenge by a taxpayer on 
the grounds that the govern- 
ment has no parliamentary 


authority to spend taxpayers 
money on contributions 
towards fee expenses incurred 
by EC institutions in operating 
fee social chapter might get off 
fee ground. 

But the crown clearly had 
power to spend money on 
treaty obligations and the 
courts would be very reluctant 
to say the government could 
not, he said. 

None of this could happen 
until the bill was law. 


All sides see hope 
after amendment 


By Ralph Atkins 

DEFENDING on who is being 
agfc-ori, the opposition Labour 
party's amendment - as 
approved by MPs yesterday - 
could throw a legislative span- 
ner into the Maastricht bill 
that halts British ratification. 

Or it could force the govern- 
ment to sign up for the social 
chapter. 

Or it can simply be flung 
aside as ratification moves 
ever closer. 

The immediate consequence 
is that the protocol on the 
sodal chapter agreed at Maas- 
tricht, which included an opt 
out for Britain, will not be part 
of the legislation approved by 
the House of Commons. But 
fee effect of this is far from 
dear. 

The cases put forward by pro 
and anti-Maastricht MPs are as 
follows. 

• Eurosceptics argue that the 
amendment's approval means 
legislation passed by parlia- 
ment will differ significantly 
from the Maastricht treaty the 
government proposes to sign. 

They will seek a judicial 
review of ministers’ use of the 
royal prerogative - the formal 
mechanism used to sign trea- 
ties. 

Specifically, Tory Euroscep- 
tics believe the government 
win not have the power to con- 
tribute to the administrative 
costs of the social chapter, 
which the government rill 
probably still have to help pay. 

Enro-sceptics had looked 
originally to an amendment 
focusing only on the sodal 
chapter’s administrative costs. 

•'On the Beaufort scale, that 


had an uncertainty factor of 
three.” says Mr James Cran. 
unofficial Euro-rebel whip. 
"But amendment 2 has an 
uncertainty factor of eight" 

• The government argues 
that, even though the protocol 
has been excluded from domes- 
tic few, it still stands in fee 
treaty. Britain can ratify the 
treaty because the protocol 
imposes no burdens on the 
country that require domestic 
legislation. 

The finanHfl] costs to Britain 
of administering the social 
chapter are insignificant. They 
can probably be charged to the 
Treasury's consolidated fund 
imriw the European Communi- 
ties Act 1972. So the amend- 
ment has no effect 

• Labour accepts broadly the 
government case that Maas- 
tricht's ratification has not 
been stopped. But Mr George 
Robertson, Europe spokesman, 
says a “series of minefields” 
have been created that can 
only be solved by accepting the 
social chapter. 

Mr Robertson says there 
could be a case for judicial 
review on ratification. There 
might also be challenges in the 
European Court of Justice by 
British workers who demand 
that the sodal chapter's provi- 
sions should apply to them. 

• The centrist Liberal Demo- 
crats, who also back the social 
chapter, argue that the 1978 
European Communities Act 
means the Commons must 
approve extra powers for fee 
European parliament.The 
effect of the amendment is to 
override that principle - offer- 
ing a fresh avenue for legal 
challenge. 
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Can you light Natural gas - affordable, safe and available - is an increasingly 

up the sky without popular choice for driving turbines that generate electrical 
clouding the air? power all over the world. Although it burns relatively cleanly, 

combustion does produce nitrogen oxide, implicated in add rain. Abatement 
techniques have reduced emissions, but heightened awareness among 
the industrial nations continues to generate tighter legislative controls 
and the development of ecologically-sound power plants. 

Conventional methods of controlling emissions are costly and dampen 
effiriency. However, ABB research has now developed a way to burn them 
off. It is a total solution, reduring pollutants while maintaining effiriency, 
thus consuming less fossil fuel. ABB has installed its innovative “EV-bumer" 
in the Midland Cogeneration Venture, a joint project to produce power 
for the Dow Chemical Company and the State of Michigan, USA. At full 
power load, this plant is now producing emission levels well below the 
world’s most stringent requirements. 

As a leader in electrical engineering for power generation, transmission, 
and distribution, in industry and transportation, ABB is committed to 
industrial and ecological effiriency worldwide. We transfer know-how across 
borders with ease. But in each country, ABB operations are local and flexible. 
YeSj you ca n - That means we can help our customers respond swiftly and surely to 

technological challenges which stretch the limits of the possible. Like 
burning gas without clouding the sky. 


ABB Aaea Brown Boveri Ltd., Reader Services Center, P.O. Box 822, CH-8021 Zurich 
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MANAGEMENT: MARKETING AND ADVERTISING 


Hoover has joined the infamous group of companies which have 
made large public relations errors, writes Gary Mead 


A blunder on a Wm 




corporate scale 




I t looks as though Hoo- 
ver’s free flights offer will 
join that select, but infa- 
mous list of blunders 
which brought leading brand 
names low. Firestone Tire and 
Rubber. AH Robins (maker of 
the Daikon Shield contracep- 
tive) and Perrier are among 
companies which suffered simi- 
lar blows. But judging by its 
performance so far. Hoover 
appears to have learnt little 
from other companies on how 
to mend its reputation. 

In the memorable words of 
Leonard Hadley, chairman of 
Maytag (Hoover's US parent), 
the UK company’s "free 
flights" promotion was like a 
"bad accident and you can't 
determine what was in the 
driver's mind". In 1932 Hoover 
offered any UK customer who 
Spent a minimum of £100 on its 
products, the chance of two 
free flights to either Europe or 
the US. 

The response was like 3 tidal 
wave. The media have since 
been full of stones of irate cus- 
tomers who paid their money, 
filled in the application form 
and have still heard nothing 
from Hoover or its contracted 
travel agencies, in many cases 
months after making their ini- 
tial purchase. 

At the end of April Maytag 
announced a net loss of SlO.om 
(£7m» In the first quarter of 
1993. after taking a S30m spe- 
cial charge to cover the unex- 
pected cost of the promotion. 
Hoover's European president 
and two senior executives were 


also dismissed over the contro- 
versial offer. 

The saga, which still has 
some way to run since those 
hoping to fly to the US will be 
able to take up their flights 
until April next year, is remi- 
niscent of other damage limita- 
tion exercises. Take Firestone's 
decision to recall 10m of its 500 
series radial tyres in October 
1978. This came after pressure 
from the US National Highway 
Traffic Safety Administration, 
which acted only after receiv- 
ing 14.000 consumer com- 
plaints, including at least 29 
fatal traffic accidents and hun- 
dreds of property damage acci- 
dents involving cars using the 


researchers were linking its 
Daikon Shield with a variety of 
medical problems, including 
fatalities. Consumer com- 
plaints were gathering force, 
but Robins criticised complain- 
ants rather than asking itself if 
the product was at fault. The 
US Food and Drug Administra- 
tion asked Robins to stop mar- 
keting it until tests were com- 
pleted. By the time It was 
cleared in December 1974 Rob- 
ins was facing a welter of indi- 
vidual legal actions. By Sep- 
tember 1980 the company sent 
a letter to 200,000 doctors say- 
ing the IUD should be 
removed. By then, the damage 
to the company's image was 


'One gets the Impression in the 
Hoover example that the company 
has gone for immediate damage 
limitation rather than taking a more 
strategic approach to it 1 


Firestone 500. 

Throughout the messy epi- 
sode the company continued to 
den> r , against public anxiety, 
that there was anything wrong 
with the product The US gov- 
ernment did not order the 
recall, but Firestone was per- 
ceived to drag its feet. Ana- 
lysts estimated then that bad 
publicity cost Firestone 3 per 
cent of Its 25 per cent share of 
the multi-billion US tyre mar- 
ket 

AH Robins also made mis- 
takes. By 1973 Independent 


irreparable. On February 29 
1984 three top executives from 
Robins were rebuked by a fed- 
eral judge in Minneapolis. 
Instead of accepting the judge’s 
remarks, the Robins executives 
took legal action against the 
judge; and lost. 

That same year Robins took 
an extraordinary charge of 
$615m against outstanding 
claims and later Tiled for Chap- 
ter ll bankruptcy. Eventually 
the company was bought by 
American Home Products in 
1988. In his book Marketing 


Mistakes. Robert Hartley pin- 
points one of Robins' basic 
problems. "It was entering a 
market tn which it bad no pre- 
vious experience whatsoev- 
er. . . [it] had not a single obste- 
trician or gynaecologist on its 
staff. . Jt rushed the product to 
market." 

Colin GUligan, professor of 
marketing at Sheffield busi- 
ness school, is just one critic of 
Hoover’s recent reaction to cri- 
sis. "One gets the impression 
in the Hoover example that it 
has gone for immediate dam- 
age limitation rather than tak- 
ing a more strategic approach 
to it" he says. “When Perrier 
recognised it faced a signifi- 
cant problem [traces of ben- 
zene found in its bottled water 
in February 1990, resulting in a 
worldwide product recall] it 
understood that you can't try 
to hide things from the public 
or the media, because the key 
issues are going to emerge 
sooner or later. 

"Hoover has not looked at 
the broader picture but has 
responded in almost knee-jerk 
fashion.” 

Most consultants agree there 
is one fundamental require- 
ment to avoid a corporate blun- 
der affecting consumer percep- 
tions turning into a public 
relations disaster. According to 
Peter Cunard. partner of Tol- 
man Cunard. strategic commu- 
nications advisers: The first 
rule in any crisis management 
is be completely open, because 
if you are not it is going to 
come back and hit you 
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between the eyes.” 

Hoover has taken some steps 
towards opening up. by admit- 
ting there has been a problem. 
And it has issued a rash of 
press releases promising that 
all those who took up its tree 
flights offer will eventually get 
on to an aircraft But Hoover 
refuses, on grounds of “com- 




You want a meeting for how many people? 


Conferences. Conventions. Sales meetings. Spain can accommodate all manner of business 
gatherings • The organizational flair that played host to the. world at the Barcelona Olympics, 
Expo'92 in Seville aind in Madrid as European Capital of Culture, is ready and waiting. 
As is a network . .of . hotels boasting all the latest conference facilities and communication 
technology - • And Spain has one or two other business incentives • A pleasant all year climate. 
A menu of gastronomic delights. And a wine cellar the envy of Europe • Plus some of the finest 
museums and. galleries in the world. And things with a peculiarly Spanish flavour. Like 
the neighbourhood fiesta • In Spain, the bottom line is always the same • A conviction 
that work and leisure aren’t mutually exclusive. ^ 
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‘ WHO? YOU SPEND 
moo OR MORE OK AHY 
HOOVER PRODUCT 

PLUS 

m CAR HIRE AND 
ACCOMMBDKnQH VOUCHER 
WHEN YOU SPEND 
538o or more m ANY 
HOOVER PRODUCT 


mercial sensitivity”, to disclose 
the precise number of people 
who applied for the offer. 

Consumers participating in 
the offer - and shareholders 
for that matter - surely want 
to know the number. If only 

5.000 have applied, $30m should 
easily cover the bill. But if 

300.000 have applied, then is 
SI00 per person really suffi- 
cient even now to get them all 
on board an aircraft? From its 
responses to inquiries. Hoover 
still appears to believe that 
withholding important infor- 
mation will not be damaging to 
consumer confidence. 

“It’s a casebook which I am 
sure will be taught in commu- 
nication skills classes in years 
to come," says Cunard. "Hoo- 
ver’s first failing seems to me 
that it did not appear to have a 
checklist which had on it ’what 
if something goes wrong?' It’s a 
standard formula for anybody 
linked to marketing. Let’s say 
there is another disaster and 
an aeroplane went down 
loaded with Hoover passen- 
gers. What about that sce- 
nario? Is the onus then on Hoo- 
ver to do something for the 
relatives? The evidence so far 
is that that checklist was not 
there. What they cannot calcu- 
late and I do not suppose they 
ever will, is the damage to the 
Hoover name hereafter." 

What characterises success- 
ful companies in these circum- 
stances, suggests Gilligan. is 
management recognition that 
they have an image problem, 
that they have to take decisive 
action and that secrecy is not 
going to pay off. 

"Taking those points 
together, they then work out 
how they are going to respond 
strategically, which in the case 
of Perrier was to take the 
brand off the shelf completely, 
and keep the public informed 
via the media. Hoover can’t 
take the product off the shelf 
but the parallel is that its 
response appears to have been 
characterised by a degree of 
indecision and a denial of the 
magnitude of the problem it 
was facing. 

“That has not been helped by 
comments from one or two peo- 
ple within Hoover, that the 
consumer was being rather 
foolish in expecting to get 
something for nothing," Gilli- 
gan says. 
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Japan enters 
the world of 
fantasy 

Robert Thomson samples the 
delights of Tokyo Disneyland 

A Japanese cowboy 
politely cleared the 
way for Mickey 
Mouse and Scottish 


A Japanese cowboy 
politely cleared the 
way for Mickey 
Mouse and Scottish 
dancers in their clan tartan 
practised steps for a 10th 
anniversary parade around 
the meticulously clean, 
yen-paved streets of Tokyo 
Disneyland. 

Euro Disneyland may be 
struggling to establish its 
identity, but Tokyo 
Disneyland’s success has 
prompted the Japanese 
managing company, Oriental 
Land, to plan a marine-theme 
Disney park adjacent to the 
original. 

The marketing of Disney 
in Japan was aimed at what 
Toshio Kagami, Oriental 
Land’s senior managing 
director, describes as a “deep 
feeling for fantasy” among 
Japanese, who were not 
culturally intimidated by 
the US-manufactured icons 
and wanted undiluted 
Disney. 

“Japanese have a good 
feeling for fantasy. When 
they come to Disneyland it 
is like the Japanese tea 
ceremony. There are roles, 
roles and symbolism. 
Japanese know that when 
they come here, they are in 
the US and they play that 
role, that fantasy," Kagami 
said. 

Video game makers have 
tapped a similar desire for 
role-playing leisure. Hayao 
Nakayama, the president of 
Sega, said that US and 
European software buyers 
prefer quick-thrill 
competition scenarios, while 
games allowing players to 
take on a new role are more 
popular in Japan. 

“These games require more 
thought, more attention to 
detail. There are some game 
maniacs in the US who like 
the roleplaying type, but 
it’s the common thing in 
Japan," Nakayama sal d. 

For a culture stressing 
awareness of duties and in 
which the company name 
comes before the family one, 
the desire to "escape" from 
these roles into a new 
identity or fantasy setting 
is understandable. But it is 
often important that the 
fantasy role be as carefully 
signposted as that of the job 
description. 

Another theme park, the 
Huis Ten Bosch, is a 
recreation of what, in the 
popular imagination, is a 
Dutch village, not far from 
Nagasaki. Instead of 
Adveutnreland and 
Totnorrowland, the Dutch 
park has Utrecht, a 
restaurant district, 
Kinderdijk, a pastoral setting 
with mandatory windmills, 
and Spake nburg, a port 
town. 

Holland Dutch Village 
Corporation, which runs the 
park, eventually hopes 
10.000 people will submerge 
themselves in a new 
personality by living 
permanently in the village. 

In the first year of operation 
to March, it attracted 3.86m 
visitors and expects to profit 
from the government’s aim 
to increase leisure time and 
make Japan a “lifestyle 
superpower”. 

The Dutch village in 
Nagasaki will struggle to 
match tiie success of Tokyo 



Disneyland. Expected to 
attract 10m visitors a year, 
the park had Just over 16m 
in 1991. about 90 per cent 
of them repeat visitors. 
Oriental Land says 
attendance was slightly 
lower last year for the first 
time since its opening, a 
decline blamed on the 
souring of the economy. 

"If you look at the falling 
profitability in other sectors, 
our 2 per cent decline was 
pretty good. In some ways, 
it is a good thing, as we were 
over our capacity and that 
affects tiie quality of people’s 
fantasy experience,” Kagami 
said. 

There's a two-hour wait 
at the weekends for the most 
popular roller-coaster. Splash 
Mountain, and queues of 40 
minutes or more for the 
other "white-knuckle” rides. 
And there’s still a crush at 
the souvenir counters for 
the Mickey ears and for 
plates embossed with tiie 
"Sharing Disney Dreams 
since 1983" slogan. 

In the mid-1970s, when 
negotiations began between 
the Walt Disney Company 
and Oriental Land, run by 
Mitsui Real Estate and Keisel 
Electric Railway, both sides 
debated whether the park 
should be somehow made 
more Japanese than the 
American original. 

But Oriental Land says 
the Tokyo version is 
profitable precisely because 
it did not attempt to link 
Goofy or Donald Duck to 
traditional Japanese culture. 
One employee who 
experienced Euro Disney 
found it "too European" and 
another suggested the 
Japanese would be uneasy 
seeing traditional screens 
on Cinderella's castle. 

Disneyland’s continuing 
success has encouraged 
non-entertainment 
companies to diversify into 
theme parks. Nippon Steel 
has built Space World on the 
southern island of Kyushu 
and there’s a year-round 
Indoor beach on another old 
steel company site near 
Tokyo. 

Sanrlo, a gift and greeting 
card company, which built 
Puroland, about 40 minutes 
from Tokyo, is striving to 
create an instant. Disney-like 
tradition and ethos around 
a cloying! y cute cat called 
Hello Kitty. 

Sanrlo claims that, at 
Puroland, customers “learn 
to love” , "exchange their 
hearts” and are "spiritually 
uplifted”, none of which 
offers a Disney-like escape. 
Perhaps that is why 
attendance fell 16 per cent 
to l.5m last year. 


Good to know! 


You might know the names of a few Swiss 
banks already. But if you are looking for a repu- 
table private bank which specializes in invest- 
ment counselling and asset management, which 
has contacts and clients worldwide, and which is 
based in Basel, then we are the name you are 
looking for: Bank Heusser. 

The tip is worth money — your money. 


Bank Heusser, Basel 

Founded 1855 


Dufourstrasse 25. CH-4001 Basel, Telephone 061/287 87 87. 
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■ John Hunter Maxwell 

1 ifabcwe), group chief executive 
l : fW of BPB Industries, at 

ALLIANCE & LEICESTER. 

■ Touy Heaford, formerly a 
partner at Touche Ross, at MR 
DATA MANAGEMENT 
GROUP. 

■ James Leek, group 
executive of Caparo Group, 
as chairman at AMBERLEY 
GROUP. 

■ David Allday at USM 
TEXON. 

■ Gordon Howe at 
DEBENHAM TEWSON & 
CfflNNOCKS HOLDINGS. 

■ Graeme Odgers, the new 
chairman of the Monopolies 
and Mergers Commission, has 
resigned from D ALGETY. 

■ Martin Gilbert, a founding 
director and chief executive 
of Aberdeen Trust, as deputy 
chairman of PRIOR, of which 
Aberdeen Trust is a 
shareholder. 

■ Simon White, md of 
Kleinwort Benson Investment 
Trusts, at JOS HOLDINGS. 

■ Blaise Hardman at 
LONDON FORFAITING. 

■ Alex Anderson, a director 
of Smith & Williamson 
Securities, at FRIENDLY 
HOTELS. 

■ David Jacobs has resigned 
from JOHN I JACOBS. 

■ Angela Widdows at BARR 
& WALLACE ARNOLD. . 

■ John Hancox (below), a 
former md of Charterhouse 
Tlhiey, at ANDREW 

A INDUSTRIES. . 



Richard Ramsay to run Ivory 
and Sime’s City office 


Ivory and Sime, the 
Edinburgh-based fund manage- 
°? m£ ‘ any » has appointed 
Richard Ramsay, 41, as an 
executive director to run its 
newly expanded City office and 
its private client business. 

Ramsay has had a long asso- 
ciation with Ivory and Sime in 
his former capacity handling 
corporate finance clients at 
Hill Samuel and Co and, Snce 
1988, at Barclays de Zoete 


Wedd. 

He was responsible for most 
of the company's investment 
trust flotations and reconstruc- 
tions and is a director of one of 
Ivory and Slme’s investment 
trusts. He also played a part in 
the privatisation of Scottish 
Power. 

The former head of the com- 
pany's private riiant business, 
David NIehol, 45, who retired 
at the end of December to run 


Lazard snaps up Knapton 


Peter Knapton, the most 
recent in a long tine of sailor 
detections from tnvesco 
has joined Lazard Investors in 
the newly created position of 
chief investment officer. 

Knapton, 43» who had been 
managing director of Invesco’s 
wholesale business in the UK, 
has known Jimmy West, chief 
executive of the London-based 
fund management group, since 
the late 1970s when West was 
running Globe Investment 
Trust and Knapton Temple 
Bar Investment Trust Both 
trusts wore part of the Electra 
group of funds. 

Having joined Invesco two 
and a half years ago as brad of 
UK equities “to sort out a par- 
ticular problem the group had 
in that area", Knapton is 
reluetant to talk about the rea- 
sons for his departure. 

David Verey, chairman of 
Lazard Brothers, says the deci- 
sion to create the position at 
Lazard Investors, which man- 
ages around £4.5tm of institu- 
tional and private client mon- 
ies, was “ opp ort un ity-driven" . 


■ Merrill Lynch is beefing up 
its European fixed income 
research in London with the 
appointment of Ifty Islam, gilt 
strategist at Barclays de Zoete 
Wedd, and Darren Williams, 
fixed income analyst at UBS. 

E win in and W ifflama wQl join 

the team headed by Richard 
Woodworth, manager of eco- 
nomics and fixed income 
research in London, and by 
Mike Rosenberg in New York. 
Rosenberg has responsibility 
for the firm's fixed income and 
currency research. Further 
appointments are expected to 
follow as Merrill is keen to 
strengthen its non-dollar 
research and trading side. 

■ Cotin Kirkby is appointed 

deputy md, International, at 

MIDLAND BANK; he is 
replaced as head of non-bank 
financial inatitniin nB by Geoff 
Rutland. 

■ Richard Fellows, formerly a 
director at Henderson 
Administration, has been 
appointed head of investment 
management and to the board 


Dorling Kmdersley 
appoints in US 


Dorling Kindersley, the 
recently floated publisher of 
highly illustrated reference 
books, has appointed an Amer- 
ican to bwo pr * chief executive 
of its New York-based publish- 
ing subsidiary. John Sargent, 
34, currently president and 
publisher .of sfantm & Schus- 
ter’s children's book division, 
will be responsible for both 
adult and children’s lists and 
will report direct to the DK 
board in London. • 


The UK group, long a suc- 
cessful licenser of books to 
other publishers in the US, 
began to publish there under 
tiie DK imprint in 1991, and the 
American publisher now 
accounts for about 18 per cent 
of group sales. This autumn it 
will publish 77 tides, including 
the American Horticultural 
Society Encyclopedia of Gar- 
dening (the US version of the 
the UK’s best-selling Royal 
Horticultural Encyclopedia). 


a family farm in Scotland, was 
the last of Ivory and Sime’s 
“old guard” following a well- 
publicised defection of direc- 
tors in 1990. 

Alan Munro, irmpaging direc- 
tor, says Ramsay’s appoint- 
ment is intended to help raise 
the company’s profile in the 
City of London: “It’s tire first 
point of contact for new pri- 
vate client and institutional 
client business". 


of LEOPOLD JOSEPH & SONS. 

■ Roger Hodting has hem 
promoted to co mmer c ial 
director and Stephen Fox 
appointed director of finance of 
HOMEOWNERS FRIENDLY 
SOCIETY. 

■ Bfiles Bnttrick has been 
appointed treasurer of 
C OVENTR Y BUILDING 
SOCIETY; he moves from 
Coopers & Lybrand in London. 

■ Lindsay Town has been 
appointed director, capital 
markets, corporate banking 
division for LLOYDS BANK in 
New York. 

■ Susan Syme has been 
appointed finance director of 
Griffin Factors, a MIDLAND 
BANK subsidiary. 

■ James Cbarrtngton. 
formerly investment sale * 
director for Save and Prosper 
Broker Services, has been 
appointed sales director of 
MERCURY Fund Managers. 

■ Jimmy Burns has been 
appointed a director of 
STEWART IVORY & Co. 

m Roland Bourgeois has been 
appointed md of RENAULT 
Financial Services; he moves 
from a similar job in the 
Netherlands. 
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On Monday June 14, the Financial Times !s publishing a special survey on Africa entitled 
“Africa: From Crisis to Recovery." 

It will outline and debate the current Issues facing the continent and, as such, win make essential 
reading for those wttfi a role to play In Its future. 

Whatfe more, half of ati profits arising from the survey will be given to the charity Save the Children for 
their projects In the area. 

So by placing an advertisement you won’t just be helping yourself, you wm also be making a direct 
contribution to soMng the problems Africa feces. 

for further Information, contact Louise Hunter on 071 873 3238, Paul Hemsley on 071 873 3330 
or your usual Financial Times representative. 
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Yourself 
Manufacturing 
Another best 
seller from 
the people of 
Wearskle. 


[Business 


Wearskle. The location opportunity of tbe 90*- A reJadonrialised 
area char boasts’ hundreds of purpcoobuOt tites and premises - many 
with lucrative enterprise zone status. 

about the phenomenal nae of change in this revitalised 

regjM to sending for your free eopy of Business Talk magniiie- 

Fleaac post to Blu Harrison, Challenge Home, ftedcar load Centre. 
Sooderiand SICS SkQ. 
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If you invest in developing 
or indebted countries, how 
can you minimise your 



isk? 


Anyone who invests in or extends 
credit to developing and highly 
indebted countries takes a degree 
of Ride The riA is high -bet so 
are the rewards. 

To minim ise those risks you need 
to obtain all the infor ma tion that 
is available to help you make die 
right decisions. 

The Economist Intelligence Unit is 
die work?* most comprehensive 


information 

If you need an unparaMed 
analytical framarafc to make 
jnftffpied judgments on fee 
creditworthiness of emerging 
markets for the next two yeas 
you should subscribe to < OomBy 
JdskSHvke’- . 


Updated quarterly for 82 countries, 
theCbontry Risk Service provides 
you with the most convenient, 
refabk, comprehensive and 
proven soura of comparative risk 
assessment available anywhere 
today. 

The cost for the Country Risk 
Service is just a fraction of what it 
would cost you to have your own 
people on foe ground in 82 
countries giving you this kind of 
up-to-the-minute information. 

For more information please call: 

Tel (4471) 493 6711 ext 936 
Fax (1471)4999767 

or post the coupon befow- 

The Ecooomist IntdEgnce Unit, 

40 Duke Street, London W1A IDW, 
United Eagdaza. 
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On Tuesday June 29th 1993 die Financial Times will launch a new quarterly supplement — the FT Exporter 

Written by Financial Times journalists from across Europe, the FT Exporter will show, through a variety 
of case histories, how orders were won and what practical problems were overcome. 

Produced as a separate section in the Financial Times, it will review current trade issues affecting 
exporters across Europe, blending news, analyses and market opportunities for companies of all sizes. 

To advertise in the FT Exporter and reach Europe's business decision makers contact 

Derek van Tienea on 
Telephone 444 71 873 4882 
Facsimile 444 71 873 3062 
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TECHNOLOGY 


W hen a dumper truck of 
explosives shattered 
the 52 floors of Lon* 
don’s NatWest tower 
less than two weeks ago. 1,300 
employees at the bank lost their 
workplace. The impact was 
thought-provoking, to say the least, 
says Duncan Peel, senior executive 
in the UK branch banking human 
resources department. “It makes 
you realise what you can actually 
do when you haven’t got a desk to 
sit at.” 

For National Westminster, flexi- 
ble working practices put in place 
throughout the 1980s meant the 
bank was better able to deal with 
the problem, believes Peel. These 
included staff working shorter 
hours and others working from 
home. 

Although the main thrust 
between NatWest’s policy was to 
retain expensively-trained and high- 
calibre staff, many big organisa- 
tions are now looking at working 
from home as a means of cutting 
overheads and even of keeping the 
business going in the event of a 
headquarter's disaster, such as a 
fire or a bomb. 

As a result, working from home, 
which has traditionally been seen 
as “slightly cranky, eccentric and 
craft-based," according to Chris 
Mo Her, managing director of the 
Cambridge-based consultancy Home 
Office Partnership, has been added 
to the corporate agenda. Even the 
terminology has shifted, from "tele- 
working" to “flexible working' 1 . 

He believes that in many cases 
the moves are a formalisation of the 
"taking work home in a briefcase 
scenario", which people have been 
doing informally for years. Most 
people who work outside the tradi- 
tional office environment are skilled 
professionals who are used to work- 
ing independently. And most are 
men. 

Peel believes flexible working can 
be introduced with as little technol- 
ogy as the telephone. Others believe 
recent developments have made 
home-working a much more appeal- 
ing proposition. 

"The confluence of technology 
has really made it viable.” says 
Richard Nissen, managing director 
of Business Space, which provides 
business services in central London. 
He points to three specific develop- 
ments. 

The first is laptop computers, 
especially notebooks which can be 
taken from home to the office and 
plugged into “docking stations". 
Software which enables remote 
users to phone the corporate data- 
base and download files, or even 
alter data held at corporate head- 
quarters, is widely available. 

Second, fax modems are now 
available so that facsimile messages 
can be sent from a notebook PC. 
Third, advanced phone services - 


Banking on 


flexibility 


Working from home has several advantages, especially 
when disaster strikes the office, says Della Bradshaw 


mobile phones, radio pagers, voice 
mailboxes and call diversion facili- 
ties - have eased communications. 
High-speed data lines - particularly 
the now near-ubiquitous ISDN (inte- 
grated services digital network) ser- 
vices - mean that diverting a call 
from one city to another can be as 
swift as diverting one across the 
office. 

“The thing that has made most 
difference for us is computer-inte- 
grated telephony." says Neil Harris, 
of the Digital Equipment Corpora- 
tion's flexible working group. At 
Digital each employee has a single 
phone number wherever he or she 
works. Once the employee logs on 
to the computer system - at home 
or in the office - they send the 
number of the local phone to which 
all calls are to be sent. 

To a customer calling in to the 
company it is impossible to tell 
where the recipient of the call is 
seated. “It makes an enormous dif- 
ference if people calling don't know 
if you're in your office, in a satellite 
office or at home," points out 
Moller. 

Business Space bundles a similar 
service with secretarial back-up for 


small businesses from its London 
headquarters. 

Companies quick to introduce 
flexible working practices have 
been those tilth a knowledge of the 
technologies needed - such as Digi- 
tal. It has become an exemplary 
case of how a company can substan- 
tially cut its fixed overheads by 
introducing teleworking. 

Five per cent of Digital’s UK 
workforce - 250 people * now weak 
outside the traditional office envi- 
ronment and the company hopes to 
extend this to 25 per cent over the 
next few years. 

So far the company has reduced 
its property costs by about 30 per 
emit, says Harris. Eventually Digi- 
tal hopes to cut its building stock to 
just 10 per cent of what it had a few 
years ago. 

Harris believes that only by 
proper planning at the highest level 
within a company will an organisa- 
tion achieve higher productivity 
and reduce costs. If it's done prop- 
erty you’ll get a ‘win-win’ situation. 
Both the company »nri individuals 
will benefit.” 

At Mercury Communications the 
cost of accommodation, particularly 


in London, has been the driving 
force behind new working practices. 
“Ova: the last 18 months various 
disparate actions have happened. 
Now we're trying to tie them all 
together," says Chris Ridgewell, 
manager of the flexible working 
group. 

In common with Harris, Ridgew- 
ell says that unless the programme 
has the support of management at 
the highest level within the com- 
pany "it doesn’t happen properly, or 
goes off at half cock”. 

Mercury is set to launch a three- 
year programme, initially targeting 
sales, sales support and network 
support staff. Ridgewell believes 
that between 800 and 1,000 of Mer- 
cury’s 9,000 staff, about one third of 
whom work in London, will have 
some form of flexible working by 
September this year. 

Flexible working patterns range 
from job-sharing to career breaks 
with work carried out at home, in 
the company’s satellite offices, or in 
local business centres. These can be 
in hotels or business parks and 
companies can rent facilities for 
employees on a full-time basis or as 
needs require. 


Opportunities for teleworking 


T echnology can bring little 
comfort to most of the 900 
or more miners at Grime- 
thorpe colliery fa South York- 
shire, which has ceased produc- 
tion of coal. 

But for a few, the local Barnsley 
Metropolitan Borough Council's 
plans to set op a remote office in 
the redundant National Coal 
Board offices in Grlmethorpe 
could provide a ray of hope. 
"We're hoping to set up a work- 
shop community where local peo- 
ple are employed doing work 
which is outsourced from other 
organisations.” says David Bra- 
mail, manager of the microsys- 
tems centre, part of the council's 
economic development depart- 
ment "They will work remotely 
for the permit organisation." 


Bramall hopes the centre will 
provide 20 jobs to begin with and 
will be in foil swing within a year. 
He believes many jobs - technical 
helplines, for example - could pro- 
vide worthwhile employment far 
local men. They could handle calls 
from around the country while 
accessing date held on a database 
sited remotely. 

Hie problem the council faces is 
ensuring they can provide a ser- 
vice far potential customers at a 
competitive market rate. The proj- 
ect has already secured some EC 
fimds under Mitre - market imple- 
mentation of teleworking in rural 
environments. "Barnsley is 9emi- 
industrialised and quite remote,” 
explains Bramall. “The coalfields 
never needed good communica- 
tions. All they needed was a rail- 


way to get the coal away." 

Bat Bramall is still concerned 
that the cost of the equipment for 
remote working could make ser- 
vices economically mrriable. The 
cost of each workstation, says Bra- 
man, is about £2,000. There is the 
additional cost of the phone lines 
needed to transmit voice and data 
calls simultaneously using ISDN 
(integrated service digital net- 
work). Each line costs £400 to 
install, pins the price of the calls. 

Bramall is investigating ways of 
cutting costs. One potentially use- 
ful communications technology is 
where users only pay for phone 
lines in use - not for the 24 hours 
every day when they are available. 

At the end of the day, says Bra- 
mall, “what we want to do is try 
and lift people's spirits a bit” 



The NatWest tower’s shattered windows have forced employees to relocate 


From later this month, for exam- 
ple, the Deer Park Hotel in Honiton 
will he opening a telecentre where 
individuals or company employees 
can rent office space and equipment 
on an hourly or daily basis. The 
centre will be the headquarters for 
the National Association of Tele- 
workers. 

The procedure at Mercury will be 
for individuals to propose an 
arrangement to their line manager 
who then looks at the costs. A cost 
case is then made for the individual 
depending on the equipment they 
will need; the line manager then 
decides on the basis of this whether 
the proposal should go ahead. 

Ridgewell says there will be "sev- 
eral flavours” of the programme, 
because of the different types of 
work done. But Memo? is hoping 
to formalise a list of “job types", to 
which costs for equipment needed 
will be attached. 

In its introduction of flexible 
working Mercury is taking its own 
medicine. Since October 1991 it has 
been advising its customers on 
introducing flexible working 
through the use of telecommunica- 
tions. Seventy large companies are 
already converts, with some 27.000 
full-time employees involved in 
some kind of flexible working. 

A typical scenario, says Ridgew- 
ell, would be where some 250 in a 


company - one department, say - 
would be approached about flexible 
working and at the end of the trial 
period about 80 people would be 
involved. After the first year about 
half the staff are on the programme. 

“The major problem is not the 
procedures, it's the managers' atti- 
tudes. They think they're losing 
control,” says Ridgewell. “It’s very 
much a British thing." 

In spite of that, Moller thinks 
changes in management attitude 
are the biggest driver behind the 
new-found flexibility. He also 
argues that as managements believe 
the recession is coming to an end 
they are now reconsidering how to 
retain their trained staff, an issue 
subsumed by recession. 

The management challenges are 
numerous: what sort of contracts 
people need, how to make jobs task- 
orientated rather than time-orien- 
tated and ensuring insurance and 
health and safety regulations are 
extended to the home. 

“The key thing is to get the right 
balance between foam dynamics 
and the social content and the facil- 
ities for people to work indepen- 
dently,” adds Harris. “Most impor- 
tant is to get people involved In the 
way they work. It all depends on 
good working practice and disci- 
pline and that sort of thing doesn't 
happen by accident” 


Boost for 
epilepsy 
market 



'IllL 


W ellcome, the UK drugs 

group, this week stressed 
the importance of its 
epilepsy treatment Lamictal, the 
first new medicine for the disease 
in 10 yeans. 

The company believes it could 
significantly expand the 
£750m-a-year epilepsy market, 
which, according to Lehman - 
Brothers, the US brokers, is 
growing at about 20 per cent a * 
year. 

Trevor Jones, research and 
development director, said the drug 
was a truly outstanding advance 
in the treatment of epilepsy. 

Trials suggested that more than 
half of patients adding Lamictal 
to their existing medication 
experienced a SO per cent reduction 
in seizures. 

In 56 per cent of these patients, 
they were able to stop taking their 
original anti-epileptic. 

Jones said those suffering from 
an "absence" effect associated with 
certain types of epilepsy 
experienced a fall In momentary 
losses of concentration when using 
Lamictal. 

From a base-line of 140 incidents ' 
a month, events fell to less than 
20. In addition, the duration of 
events dropped from about 450 -j 
seconds to less than 50 seconds. 

The clinical trials also suggested 
the drug improved quality of life 
and overall well-being. 

Lamictal had a low incidence 
of central nervous systems side 
effects, claim ed Jones. The existing 
therapies such as Ciba-Geigy’s 
Tegretol, Abbott and Sanofi’s 
Depakote and Epilim, and 
Warner-Lambert's Dilantin, have 
problems with gastrointestinal 
side-effects. 

Jones hoped the drug, presently 
licensed in 10 countries, would be 
approve! imminen tly in Germany, 

Italy. Spain and the US. In the UK, - 
where it was launched, it already J 

has 1&5 per cent of the market 
Wellcome hopes to submit a new 
drug application for Lamictal to 
be used on its own either next year 
or in 2995. A dossier for paediatric 
use should be deposited over the 
next two years. 

The company is also looking at 
using Lamictal and a more potent 
successor compound called 524C79 
for the treatment of acute and 
chronic pain. 
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Theatre 

Kafka’s 

‘The 

Trial’ 

HUs version of Kafka’a classic 
novel is like a limp hand- 
shake. It doesn’t grasp the 
novel, and it doesn’t grip ns. it 
whooshes, its protagonist, K, 
flmongh aH the bewildering, 
^bizarre and frustrating prelhn- 
? T”aries of a trial whose pur- 
pose and nature neither 1® nor 
we ever understand, it speeds 
him along a gallery of unsettl- 
ing characters - bat it is aH 
lost a grey prferis. 

A pity,' since it has much 
going for It This adap tation 
was first made by Jan Gross- 
man, the celebrated Czech 
director who died this Febru- 
ary, in 1966. Its director hero, 
Lida Engelovd (also Czech), 
staged his version of The Trial 
in St Petersburg in (of all 
times) spring 1989. The pres- 
ent staging - which marks her 
British directorial debut - is 
fluent, imaginative, succinct; 
and it contains plenty of good 
acting. So why does it not 
enthral? 

Part of the problem is James 
Wilby as E. This actor has 
< developed an interesting Hm» 
in characters who are weak 
but intense, bat his way of 
communicating intensity, with 
over-emphatic facial expres- 
sions and over-calculated ges- 
tures, fails to convince. And 1 
everything about him - the 
lazily clear vowels, the lordly 
and relaxed use of his tomHc, 
even the frequently puzzled 
look about the eyes - carries 
so hefty a whiff of the English 
class system that he cannot 
penetrate to the heart of Kaf- 
ka’s Mittel-Enropa totalitarian 
f . state. 

Birtanotiter part of the prob- 
lem is that Engelovd and 
Grossman do not catch the 
dark irony of Kafka’s prose. 
Not at the Young Vic, at any 
rate. Oh, they are certainly 
aware of aH the metaphysical, 
political, judicial and sexual 
aspects of K*s' story. But the 
deadly appearance of impas- 
sive detachment with which 
Kafka makes his every stroke 
all the more meahingftal is 
missing. The mystery of. the 
unseen “They” never has ter- 
ror for vs here, and the ano- 
nymity of reducing file protag- 
onist's i wm* to a mere initial 
is lost 

Kafka is most alive amid toe 
roster of sup po rti ng roles, sev- 
eral of them halfway into 
Dickensian caricature. Peter 
Eyre is wonderfully lugubri- 
ous as the Advocate in Part 
Two, droning dolorously about 

the capriciousness of clerks, 

and the crucial importance of 
“the highest grade of the 
lower orders." Even in the 
small role of the Ex amin i n g 
Magistrate in Part One, he has 
a deadpan solemnity that is 
utterly Kafkaesque. Estelle 
Kohler, as Lenka, is a slyly 
lascivious cat; Simon Dutton’s 
t painter Titorelli is an entirely 
y plausible con-artist of the 
wheels of bureaucracy; and 
Jake Nightingale and David 
Barber the two warders 
. into bitterly fanny and horrid 
portraits of petty crookedness. 
Guy Manning’s priest, how- 
ever, does not bring off his 
long tale. 

Alastair Macaulay 


At the Young Vic, until May 
22; sponsored by Lovell White 
Durant, an award winner 
under the Business Sponsor- 
ship Incentive Scheme 


T he shadow of Tiananmen 
Square spreads across the 
remote village in zhwwg 
Yimou’s The Story Of Qiu 
Ju. A year or more ago 
unmas greatest film-maker, having 
won friends abroad and fees at home 
bis no-mercy masterpieces Red 
Sorghum and Raise The Red Lantern 
(both banned in China), found him- 
self backed Into a political cul-de-sac. 
hi the wake of the Beijing massacre 
and the country’s return to hard-line 
Maoism be was given, effectively, a 
simple choice. Either make a film 
the authorities like or . . . 

"® r " bv China can mean many 
wings: "Goodbye, movie career,” 
"Here is your ticket to another can- 
ton”, “Please fell under this tank." 
So Zhang Yimou made a film that 
obeyed the rules. Qm Ju unfolds at 
times like a Brecht morality drama 
crossed with a party-line Chinese 
nlm from the bad old days; the UnH 
Wat waved titles like “Suki Loo 
Beats the Black Marketeers" or “Red 
Woman. Raise The Flag Over The 
New Sewage System." 

But a great film-maker is incapa- 
ble of turning out a worthless movie. 
The Story Of Qiu Ju has ' a vigour 
and crackpot humanity even amid 
its prescriptive Pelting populism. 
The heroine is a pregnant . 

woman (Gong Li) whose husband 
has been kicked where it hurts dur- 
ing a row with the village headman 
She must - ahg will - have Jus tice . 
So off she troops to the local police- 
man, then to the local town, then to 
the local capital . . . 

Not for this chffltgrowing Mo ther 
Courage the partial victory of a pay- 
off to her spouse or reprimand to the 
headman. She wants justice plus an 
apology. Each time that justice falls 
Short, she throws her well-earned 
money from the pepper marfcwt at 
the next legal mountain to be 
climbed. 

When she reaches the provincial 
capital she is as bruised and dazed 
by her own fortitude as by the unfa- 
miliar city life around thgm. zhang 
Yimou's hidden camera captures the 
alien madness. Bicycle-taxis clatter- 
ing; sea of voices nattering; cartfuls 


ARTS 

Cinema/ Nigel Andrews 


Brecht crossed with party-line China 


of furniture going surreally by (note 
the woman sitting on a sofa astride a 
rickshaw) as if Chinese life en masse 
were rebelling against its political 
embalmment with a daft, fervent 
parody of the nnmftifi> 

Directed by anyone else, this fable 
of uplift and upward legal mobility 
might have been unbearable. Some 
details, like the heroine’s pregnancy, 
are unbearable, hi addition to her 
other symbolic burdens Qiu Ju must 
waddle across China carrying the 
country’s ftrture inside her? And the 
baby’s birth sets off the final series 
of resistible plot detonations: 
cross-country dash to hospital, hus- 
band's crisis of marital faith, the 
swing Into a smiling coda with the 
headman forgiven, albeit too late for 
the snapping of justice's Damoclean 
sword. 

But before this Zhang Yimou sal- 
vages what he can - and it is more 
than enough - by the simple device 
of changing his style. No soaring 
Jacobean grandeur here, no savage 
poetry of colour and camerawork. 
Instead Qiu Ju bundles as many 
feces as it can into the frame - using 
depth as in a SD movie - and 
deploys its multiplicity of human 
detail like chaff to baffle an Exocet 
The deadly Maoist Messages keep 
swerving off course, confused by the 
sparkling flakes of comedy, charac- 
ter detail and wittily, winningly 
observed social flux. 

★ 

Bills sent to the wrong address are 
the subject of the week’s two Holly- 
wood films. The first Bfll (funnyman 
Murray) is a Philadelphia TV weath- 
erman posted to Punxsutawney, 
Pennsylvania. For the citified cynic- 
hero of Groundhog Day the supposed 
one-day outside-broadcast mission 
becomes, literally, a small eternity. 
The second Bill (Paxton in the thril- 
ler Trespass) does the town mouse/ 
country mouse routine in reverse. 



In search of justice: Gong Li in "The Story of Qiu Ju’ 


An Arkansas fireman, he is lured to 
St Louis by one of the few things 
that could lure anyone to St Louis: a 
priceless trove of gold. It is stashed, 
he and flame-fighting Mend William 
Sadler learn from an improbably 
obtained treasure-map, in a derelict 
factory. 

Now; think hard for a moment 
What always happens when bills go 
astray? Exactly. Someone else pays 
for your mistakes or you for theirs; 
or else justice is done after long liti- 
gation. Groundhog Day is a mixture, 
but a delicious one, of all three. In 
this bubbling comedy cowritten and 
directed by Harold Ramis (Ghostbus- 
ters, Caddy shack), Bill Murray 
wakes up on a dozen identical morn- 
ings in a town he has only checked 


into for one night - his italics - to 
report on the annual ceremony of 
the groundhog. (Toothy creature 
emerges from hibernation; sights 
shadow; heralds spring.) 

Each dawn the same radio-alarm 
assaults his ears with country 
music. The same boarding-house 
lady supervises breakfast (Murray; 
“Do you have d#d vuT She: “Til 
check with the kitchen”). And the 
same pretty TV producer Andie 
McDowell tells him he is late after 
he has sloshed through melted snow 
and has almost sloshed, en route, 
the town's overfriendly insurance 

But days in a bucolic time-warp 
have an advantage. T.fke reincarna- 
tion, they allow a Buddhist self-per- 


fecting process. First our hero 
becomes nasty, note the crumpled- 
sheets face, frazzled eyes and 
cracked- voice wisecracks. (Murray 
on this form is the most voluptuous 
misanthropist since W.C. Fields.) 
Then he becomes crafty, using each 
new day as homework for the next 
The fancied McDowell once studied 
13th century French poetry? "What a 
waste of time" croaks Murray on day 
one; next day he comes In right on 
cue with complete stanzas of Baude- 
laire. He can also, of course, survive 
depth, injury and overeating. 

Finally, though - enter the ghost 
of Frank Capra - our hero becomes 
plain nice. In last reel the movie 
spirals up into an implausible, inevi- 
table Hollywood aether of true love, 
rescued groundhogs, uplifted towns- 
people, spring weather. But even 
here happiness comes too late to 
spoil the fun. The bills have all been 
paid or reclaimed: Murray's to soci- 
ety, misanthropy’s from its proper 
targets (insurance-men, C-and-W 
music,), the Hollywood humour 
department to us the paying cus- 
tomer. And we feel we have earned 
the right to keep chuckling through 
the sanctimonious finale. 

City people being thrown into the 
sticks, where they learn a homely 
humanity, is a well-established 
movie trorpe. (See a dozen recent 
movies from Witness to Doc BoHy- 
toood.) in Trespass the trope is mir- 
ror-written. Two gold-seeking rural 
firemen are thrown from Nowhere, 
Arkansas, into a designer urban 
slumland. Art director Jon Butman 
makes the broken-down St Louis fac- 
tory a merry hell of rusting girders, 
dangling cables, splintered windows. 
Ridley Scott’s Blade Runner meets 
Walter Hill’s Streets Of Fire-, and 
since Mr Hill is the director of Tres- 
pass we are soon into one of those 
apocalyptic closed-space guerrilla 
wars he makes his own. 


THE STORY OF QIU JU (12) 
Zh«ng YimOU 

GROUNDHOG DAY (PC) 

Harold Ramis 

TRESPASS (18) 

Walter HHl 

AN ACTOR’S REVENGE 
(PG) 

Kon Ichikawa 


The two white heroes, panning for 
the Greek art treasures rumouredly 
hidden under a floorboard after a 
theft 15 years before, are cornered by 
a band of black thugs led by dandy- 
ish Ice T. Since Ice T is conducting 
his own civil war with would-be 
leader Ice Cube - put an ice-pack to 
your brain and bear with the man- 
trie cast list - guns and knives and 
screams and torehings are soon the 
order of the day. Or the week, or the 
year depending on how long the 100- 
min iitp running ti me ggetns to you. 

TO me it seemed as long as Bill 
Murray’s a way day in Punxsutawney 
seemed to him. The far-fetched bur- 
ied treasure plot - original script by 
Robert Zemeckis and Bob Gale of 
Back To The Future - is a made-tor 
hell match with Walter Hill’s reduc- 
tive stichomythla of gunfire, explo- 
sions, F- words and drug-culture 
melodrama. (When in doubt, stab 
someone with a hypodermic or cru- 
cify a gibbering heroin victim 
against a door). And the more artful 
the images become in this Sensation- 
alist’s Guide to America after the 
LA. riots - its original US title was 
Looters - the more ridiculous seems 
their harnessing to a plot that would 

have earned C min us in a be ginner s' 

screenwriting class. 

Make up for time wasted to St 
Louis by two hours to another, bet- 
ter inferno. Kon Ichikawa's An Act- 
or's Revenge , revived at the ICA, has 
all HflJ's blaze of imagery but a blaz- 
ingiy believable plot - revenge and 
murder among Wahnid theatre peo- 
ple - to go with it 


Balanchine's Ballet Imperial 


The history of Balanchine's 
Ballet Imperial at Covent Gar- 
den has been curious, lamenta- 
ble. The ballet was made to 
1941 far a show-the-flag tour of 
South America by Balanchine's 
erstwhfle company; the chore- 
ographer’s realisation of Tchai- 
kovsky’s second piano concerto 
was an abstraction of the emo- 
tional and technical world of 
the Petipa repertor y , and also 
of the courtly society that sus- 
tained it ’ . 

When New York City Ballet 
vm preparing to make its first 
London visit in 1950, Balatn- 
ddrie was invited to mount a 
piece for the Royal Ballet, and 
Ballet Imperial was staged 
with designs by Eugene Ber- 
man. The design, like the bal- 
let was a marvel, and our 
dancers soon took the measure 
of the choreography and its 
bravura style. Fonteyn, the 
first cast ballerina, was not 
happy in the role; her succes- 
sor, Moira Shearer, gave a glit- 
tering, splendid interpretation. 
Among later ballerinas, Nadia 
Nerina and Antoinette Sibley 
were especially fine, rejoicing 
in the classic exactness of the 
part and in its evocative rich- 
ness. Ballet Imperial was a 
jewel in the repertory. 

It was, inexplicably, given 
new - and very blue - design 
in 1963 by Cart Toms. A decade 
later, as Balanchine revised 
the piece for his own co mp a n y, 
it was further democratised 
here by Terence Emerge 
design, which set the piece in 
an urban underpass with dis- 
mal outfits for the performers, 
who did not look their best 
Ballet bnperial was now Piano 
Concerto Number 2, and much 
of its identity was eroded. 


Worse was to come in. 1985 
with a wholly inapt redesign- 
ing by Christopher Lebrun (the 
piece now located in a waste- 
land), compounded by fero- 
ciously inadequate perfor- 
mance. Balanchine was 
betrayed. 

With this season’s revival we 
have something like an 
amende honorable. The Berman 
designs have been restored - 
albeit “realised” by Anthony 
Dowell - and the piece has 
been re-staged by Patricia 
Neazy. There must be at least 
two and a half cheers for the 
return of Berman’s concept 
The stage looks magnificent 
and Berman’s fantasy cf pillars 
and flambeaux and crowned 
eagle, between great swags of 
gold drapery, is a triumph of 
stage decoration. Dowell has 
lightened the image through 
use of gauzes - the pillars are 
more vaporous than heretofore 
- but he respects the emo- 
tional world that Berman 
established in such harmony 
with the choreography. The 
costumes are to the main well 
realised; though some colours 
and details are, I think, 
sli g htl y “off”. The leading bal- 
lerina should wear a brighter, 
dearer yellow; the decoration 
on the second ballerina’s bod- 
ice is missing and most be 
restored, since it reflects Ber- 
man's visual theme. 

A more serious matter is the 
text proposed by Miss Neary. 
She has given the Royal Ballet 
the version now current in 
New York. The choreography 
as mounted in London in 1950 
was, if memory serves, more 
varied in detail, and more 
suited to the idea of dancers 
wearing tutus. Shearer, Ner- 


ina, Sibley, were pur-sang clas- 
sical artists who cut Balan- 
chine’s steps like diamonds, 
and showed these gems with 
imperious dignity and grace. 
The later text (Balanchine’s 
revision- for his own troupe) 
implied speed and a more dem- 
ocratic image - the women 
wore chiffon dresses - and it 
runs counter to the courtly 
world of Berman's decoration. 
Vastly welcome as this Ballet 
Imperial is, it is not quite at 
ease with itself. 

Matters may be helped with 
more idiomatic performances 
than those from the first cast 
Viviana Durante skims 
through every difficulty with 
enviable ease, but the scale of 
her dancing is too small: gran- 
deur is lacking. The ballerina’s 
consort was first taken by 
Michael Somes. Nobility, 
romantic presence, were his, 
and he made the ravishing 
middle movement seem like a 
vision scene from some long- 
lost Petipa work. No-one since 
has given the part such poetry. 
In tins revival Bruce Sansom is 
extinguished both by the role 
and by his costume. Darcey 
Bussell Is happy as the second 
ballerina - if not always as 
bright to step as she might be 
- and her two cavaliers are 
pleasing. The ensemble is 
dear, weU-mannered: if I have 
a wish tor this important resto- 
ration, It is that experience 
will enable the cast to show 
these superlative dances with 
bolder attack, greater feeling 
for their grand shape. like St 
Petersburg itself, the choreog- 
raphy is ideal in proportion, 
gleaming with light 

This latest Covent Garden 
triple bill brings a powerful 



Music in New York/ Paul Griffiths 

Berio’s ‘Epiphanies’ 


Viviana Durante and Bruce Sansom 


revival of MacMillan's Gloria, 
done with tangible dedication 
by its cast - Leanne ftpnjamtn, 
Christopher Saunders, Adam 
Cooper, Nicola Roberts. The 
images of grief and despair - 
and compassionate love - 
which inspire these revenants 
touch the heart It is a beauti- 
ful ballet, given with absolute 
integrity. The programme also 
indudes David Btotley’s ’Sri/1 


Life’ at the Penguin Cafe . 
which I do not understand at 
alL The audience reacts with 
delight to dancers impersonat- 
ing animals (yet again!). I 
t hink we should encourage 
poachers. 

Clement Crisp 

This programme repeats on 
May 6, May 20, May 26 


Several out-of-town orchestras 
have brought new pieces to 
Carnegie Hall this spring; the 
San Francisco Symphony were 
here with John Harhison's 
Oboe Concerto just before their 
European tour, and the Balti- 
more Symphony brought 
George Eerie's Adagio, a Car- 
negie commission. The Phila- 
delphia Orchestra's contribu- 
tion on last week to this 
parade was a work both old 
and new, Luciano Berio’s 
Epiphanies, which he promises 
is tiie final version of his Epi- 
fanie, begun In the 1950s. 

Epifanie always was a muta- 
ble score; a set of a dozen 
orchestral songs and interludes 
that could, in the fashion of 
the time, be put together to 
different ways to create differ- 
ent trajectories through the 
wide sky of musical voicing, 
from song to speech or vice 
versa, with visits to rhapsodic 
lyricism and stringent decla- 
mation. Epiphanies freezes the 
action. Now there is only one 
permitted ordering, which is, 
with one minor switch, the 
arrangement Berio had always 
preferred, taking the soloist 
from Proust’s hesitant reverie 
to Brecht’s bitter disillusion- 
ment, with Joyce’s vision of a 
giri on the Liffey strand as the 
ecstatic centrepiece. 

Berio's elimination of the 
work's mobility seems to have 
had an essentially practical 
Intent, like his reduction of its 
orchestral extravagance (there 
are now four trombones, not 
seven). But he has taken the 
opportunity of the single 
course to introduce links 
between what were previously 
isolated movements - most 



■ ■ ATHENS 

Concert Hall Tomorrow: Leonidas 
Kavakos vtafin recital. Sat, Mon, 
next Triurs: Marek Janowski 
conducts Claus Helmut Dreee’s 
staging of Strauss’ Die Aagyptiscne 
Helena, wlfo Orchestra 
Phittrarmonlque de Radio France 
and a cast led by Anna 
Tomawa-Sfrrtow. Tues: JanowskJ 
conducts Messiaen’s Turangawa 
Symphony. Wed: Janowski conducts 
Berftaz and Franck (722 5511) 

■ BARCELONA 

Pafau-de la Musica Tomorrow, 

Sat, Sun Yehudi Menuhin conducts 
Barcelona City Orchestra in works 
by Pueyo, Mozart and Bgar. . 
piano soloist Jeremy Menuhin J Mon- 
Gennadi Rozhdestvensky conducts 
Royai Stockholm Pliiltem^_ 
Orchestra, with violin soloist <3k»n 
Kramer. Ibis is trie first stop of tne 
orchestra’s toor of Spain, covering 
Madridi San Sebastian, Valencia, 

• Santiago a Compostela and 
where trie tour ends on May 1b 
(268 1000) . • 


Gran Teatre del Llceu Sat song 
recital by Ferruccio Furfanstto, 
accompanied by Alexis Welssenberg 
(412 3532) 

■ BERGAMO 

Festival Planlstico Intemadonale 
eft Brescia e Bergamo: tonight’s 
concert at Teatro Donizetti In 
Bergamo Is given by Orchestra of 
La Scaia under Gary Bertini, with 
soloist Radu Lupu. Ayanti Ikeba 
aid Atibns Korrtarsky give a redial 
for two pianos on Sat and Cedle 
Licad accompanies cellist Antonio 
Manases oh Mon. Vladimir 
Ashkenazy gives a recital next 
Thus, followed on Fri by Andras 
Schiff. Schiff gives tomorrow's 
recital at Teatro Grande in Bresda, 
followed by Anna Kravtchenko on 
Sun, Meneses and Licad on Tues 
and Ashkenazy next Fit Trie festival 
runs tffl June 9 (Bergamo: tickets 
249631/krfomwtion 240140. Brescia: 
tickets 50448/irrfbmiation 293022) 

■ BOLOGNA 

Teatro Communale Rigoletto, in 
a string from Florence conducted 
by Rtecardo Chaffly, be seen 
tonight. Sun afternoon and Tues, 
with ttene further performances tfll 
May 18. Paolo Gavanefli and Lao 
Nucti alternate In the title role. Mon: 
Karotas Trficoikfe conducts 
Debrecen PhBharmonie Orchestra 
In works by Kodaly, Richard Strauss 
and Bart ok (529999) 

■ FLORENCE 

maggio musicale . 

Semyon Bychkov conducts toe 

Maggio Orchestra tonight and 


tomorrow at Teatro Communale 
In a programme of Weber, Mozart 
and Tchaikovsky, with Labeque 
Sisters. Bychkov also conducts final 
performance of Liftana CavanTs 
production of Jenufa on Sat, with 
Katarina lkonomu and Marflyn 
Zschau. Andras Schiff gives a 
Schubert recital on Sun. Next Tues 
at Teatro della Pergola: Renata 
Scotto gives first of four 
performa nces of Poulenc’s La voix 
humaine (277 9238) 

■ LONDON 

THEATRE 

• Arcadia: Tom Stoppattfs new 
play directed by Trevor Nunn, with 
a cast including Fsficfty Kandafl. 

In repertory at the Lyttelton with 
Alan Bleasedale’s wild new comedy 
On the Ledge. Trie Olivier repertory 
consists of Macbeth with Alan 
Howard, Stephen Dairy's 
award-winning production of 
J.B.Priestley's An inspector .Calls, 
and Arthur Wing Pinero's late 19ft 
century comedy Trelawny of the 
WeBs (National Theatre 071-828 
2252) 

• City of Angels: Larry Gelbart’s 
witty, sophisticated musical set in 
1940s Los Angeles (Prince of Wales 
071-839 5972) 

• Crazy for You: lavish, romantic 
Gershwin musical comedy (Prince 
Edward 071-734 8951) 

• Getting Married: Shaw’s family 
comedy opens the Chichester 
Festival, followed on May 19 by 
Noel Coward’s Relative Values 
(Chichester Festival Theatre 
0243-781312) 

OPERA/DANCE 

Covent Garden Royal Ballet 
repertory over the next three weeks 


consists of a triple bIH (MacMillan, 
Bntiey, Balanchine), Don Quixote 
and Swan Lake. Royal Opera has 
a final performance tomorrow of 
Jenufa with Nancy Gustafson and 
Anja Sflfa, followed by Otetfo next 
Mon arid Fri with Vladimir Atiantov 
and Katia Fttcciarelfi, conducted 
by Edward Downes (071-240 1000) 
CoHseum ENO repertory consists 
of David Aldan's acclaimed new 
production of Ariodante conducted 
by Nicholas McGegan with Ann 
Murray to title role, and a revival 
of Jonathan Miller's production of 
II badbiere di Siviglla with Della 
Jonas, first night on Sat (071-836 
3161) 

CONCERTS 

South Bank Centra Tonight: Evelyn 
Glennie and Joanna MacGregor 
are soloists to LPCys Alternative 
Vienna series. Tomorrow: Erich 
Leinsdorf conducts RPO in Brahms. 
Sab Pierre Boulez conducts 
Schoenberg, Stravinsky and 
Birtwistle. SCm afternoon: Andrew 
Baris conducts BBCSOfn Berg 
and Mahler. Mon: Penderecki 
conducts Penderecki. Toes: Vernon 
Handtey conducts Bax, Britten and 
Bantock. Wed: YMSO plays 
CorigUano’s First Symphony and 
Tippett’s A ChBd of Our Time. May 
14, 15: Tennstedt conducts Mahler 
(071-928 8809 

Ba rbican Tonight Solti conducts 
LSO. Tomorrow: Lawrence Foster 
conducts CBSO In Komgold, Weill 
and Hindemith. Sat Leopold Hager 
conducts ECO, with hom soloist 
Frank Lloyd (0T1-638 8891) 

■ MADRID 

Autfttorio Nackmal de Musica 
Tonight recital for two pianos by 


Peplta Cervera and Teresina Jonto. 
Tues: Gennadi Rozhdestvensky 
conducts Royal Stockholm 
Philharmonic Orchestra, with violin 
soloist Gkfon Kramer (337 0100) 

■ MILAN 

Teatro Unco Tonight Zoffan Pasko 
conducts first night of Carillon, 
opera by Sicilian composer Akfo 
dementi (b1925), staged by Giorgio 
Barberio CorsettL Daily except Mon 
tfll May 12 (7200 3744) 

Teatro alia Seals Mon: Nicolai 
Ghiaurov song recital. Next opera 
production: Weber's Oberon, 
conducted by James Con Ion and 
staged by Luca Ronconi, opening 
on May 14 (7200 3744) 

■ PRAGUE 
PRAGUE SPRING FESTIVAL 
The festival opens next Wed with 
■first of two performances of Ma 
Vlast by Royal Uverpoor 
Philharmonic Orchestra conducted 
by Libor Pesek. Trie first week 
includes Paul McCartney’s Liverpool 
Oratorio, a concert of Czech 
chamber music by Kotian Quartet 
and Josef Suk, a piano recital by 
Lezar Berman and a Prague 
Symphony Orchestra concert. 
Charles Mackerras conducts Don 
Giovanni at Estates Theatre cm May 
12, 13, 15. Trie festival runs till June 
1 (Tickets from Bohemia Ticket 
International, Sah/atorska 6, 11000 
Prague 1, fax 231 2271, and from 
ctiy centre ticket agendas) 

■ ROME 

Teatro Otimptoo Tonight Claudio 
Sdmone directs 1 Sofisti Veneti in 


works by Poulenc and Richard 
Strauss. Next Triurs: Pierre Boulez 
conducts Ensemble 
InteiCon temporal n (323 4890) 
Teatro deFOpera Mon: Renato 
Bruson song rectal. Tues: Vlacftmir 
Fedosseyev conducts first of six 
performances of Boishoy production 
of Queen of Spades, with cast 
inducting Alexei StebKanko and Irina 
Arkhipova. Programme subject to 
cancellation or change at short 
notice (481 7003) 

■ STRATFORD 

The summer season opens tonight 
with T-S-BioTs Murder In the 
Cathedral, directed by Steven 
Pimlatt at the Swan Theatre. The 
Royal Shakespeare Theatre opens 
on Mon with Adrian Noble's new 
production of King Lear (Press night 
May 18). The Merchant of Venice 
directed by David Triacker (Royal 
Shakespeare Theatre) and GokJonTs 
Trie Venetian Twins drected by 
Michael Bogdanov (Swan Theatre) 
Join the repertory on May 27. Trie 
Other Place opens on May 31 with 
previews of Ibsen's Ghosts 
(0789-295623) 

■ TURIN 

Teatro Regfo Tomorrow evening, 
Sun afternoon: Adriana Lecouvreur. 
Next Triurs: first of eight 
performances of Peter Schaufuss' 
production of Giselle (9815 214) 

■ VENICE 

Teatro La Fertice Tonight, Sat 
Donazo Renzetti conducts Ugo 
Tessrtore's production of Norma, 
(521 0161) 


conspicuously a discreet refer- 
ence to the “Miserere” from II 
trooatore shortly before the 
Joyce day-dream, giving the 
impression of a distant orches- 
tral murmuring that some- 
thing important Is about to 
arrive. 

Other differences between 
the 1991 and 1965 versions will 
no doubt emerge more clearly 
when the two scores are avail- 
able for study. The impression 
from a first hearing or Epipha- 
nies is that the orchestra now, 
besides being more compact fa 
more effective to conveying the 
impression of speaker-less 
speech, of vowels and conso- 
nants, coughs and grunts anf f 
shrieks raffing round the plat- 
form, right from the begriming, 
where the ensemble begins to 
find its voice in soft drum raffs 
and tremolos on flute and vio- 
lins. However, this strikingly 
positive sensation may have 
been produced simply by the 
expert beauty and address of 
the playing. 

As for the singing, one big 
problem is that the work was 
written for the voice and the 
personality of Cathy Berberian, 
and zt still sounds that way 
even to this posthumous revi- 
sion. Charlotte Hellekant sang 
her part from memory, and 
with a fetching richness of 
tone to the contralto register, 
but Berberian’s exhilaration 
was missing. It was also a mis- 
take of theatre, in what is 
toxapiently a theatrical piece, 
for her to sit down between 
items: the soloist ought to be 
poised and waiting to take her 
next opportunity to fly or swim 
or march with the orchestra, or 
to he drowned to the clamour. 


European Cable and 
Satellite Business TV 

(All times are Central Euro- 
pean Time) 

MONDAY TO THURSDAY 
Super Channel: European 
Business Today 0730; 2230 
Monday Super Channel: 
West of Moscow 1230. 
Super Channel: Financial 
Times Reports 0630 
Wednesday Super Chan- 
nel: Financial Times 
Reports 2130 

Thursday Sky News: 
Financial Times Reports 
2030; 0130 

Friday Super Channel: 
European Business Today 
0730; 2230 

Sky News: Financial Times 
Reports 0530 

Saturday Super Channel: 
Financial Times Reports 
0930 

Sky News: West of 
Moscow 1130; 2230 
Sunday Super Channel: 
West of Moscow 1830 
Super Channel: Financial 
Times Reports 1900 
Sky News: West of 
Moscow 0230; 0530 
Sky News: Financial Times 
Reports 1330; 2030 

Arts Guide 

Monday: Berlin, New York 
and Parte. 

Tuesday: Austria, Belgium, 
Netherlands. Switzerland, 
Chicago, Washington. 
Wednesday: France, Ger- 
many, Scandsnavia. 
Thursday: Italy, Spain, 
Athens, London, Prague. 
Friday: Exhibitions Guide. 




Gurus of how to get 
more for less 


F ew will deny that 
green shoots are at last 
springing up every- 
where in the UK econ- 
omy. This is hardly a matter 
on which the British govern- 
ment should congratulate 
itself. 

As the EC economics com- 
missioner Henning Chris- 
tophersen remarked: “There is 
nothing astonishing" about the 
recovery. “It would be much 
more catastrophic if there was 
no sign of recovery in the UK 
after a long period of negative 
growth." 

The present recovery pres- 
ents one big puzzle and may 
present one big policy problem. 
The puzzle is why unemploy- 
ment has fallen in the past two 
months, a movement con- 
firmed by the vacancy statis- 
tics. This is much earlier than 
normal. In the typical cycle 
unemployment continues to 
increase well into the upward 
phase of the business cycle 
until slack is absorbed and 
labour shortages develop. 

Changed practices at govern- 
ment employment offices by 
officials anxious to establish a 
good end-year record in reduc- 
ing the register may have 
made a contribution. Demo- 
graphic forces may also 
explain some of the difference 
between the present behaviour 
of the labour market and that 
of the early 1980s. Yet the 
demographic change has been 
known for a very long tim*» 
and did not prevent most fore- 
casters from expecting rising 
unemployment for the greater 
part of 1993. 

The best way to treat indi- 
vidual monthly figures is nei- 
ther to ignore them, nor to 
take them at face value, but to 
see wh at differences they make 
! to a longer trend. If yon take 
the past three months 
| together, unemployment has 
I been falling by a monthly aver- 
age of 11.000. If you take the 
past six months it has been 
rising at a monthly rate of 
17,000. The probability is that 
the trend is now flat, if not 
slightly better. 

A similar impression is given 
by the April Confederation of 
British Industry survey. This 
shows a remarkable drop in 
the percentage of respondents 
saying they are working below 
capacity, from 73 per cent to 63 
per cent; too large a change to 
be explained by spring sea- 
sonal factors. Indeed capacity 
utilisation is now nearly back 
to the average of a normal non- 
recession year. 

Whether the early change in 
the unemployment trend is 
good news depends on the rea- 
sons for it The worst reason 
would be that productivity 


"" The publishing 

world has long 
f \ recognised that 

I 1 books by busi- 

' ness wanage- 
ment gurus 

*13 r\r\tr sucb 35 Tom 
jdOOa Peters and 

REVIEW Peter Drucker 
can be big 
money-spinners. The same has 
not been true about books on 
public-sector management, 
until the arrival of Reinventing 
Government. 

When the book was first pub- 
lished in the US last year, it 
shot into The New York Times 
non-fiction best-seller list for 
eight weeks. In its ninth 
reprinting, it is now being pro- 
moted to receptive audiences 
around the world. 

The authors were barely 
known in the US until the 
book's publication. Ted Gae- 
bier is a management consul- 
tant who was formerly city 
manager of Visalia, California, 
and Vandalia, Ohio. David 
Osborne is a writer, journalist 
and political consultant 

The success of the book 
means that they now command 
superstar fees for speaking at 
conferences and advising poli- 
ticians. This week, top British 
civil servants and local govern- 
ment managers will hear Mr 
Osborne in a programme of 
seminars organised by the 
Civil Service College. 

The book's message is simple 
- there is a revolution under 
way in government as people 
demand more from public ser- 
vices while being prepared to 
pay less in taxes. Getting more 
for less is creating an entrepre- 
neurial spirit, the authors say, 
which is transforming the pub- 
lic sector “from schoolhouse to 
state-house, city hail to the 
Pentagon". 

The traditional model for 
delivering public services is 
the top-down bureaucracy 
designed to ensure equity' of 
treatment for the taxpayer by 
delivering identical services to 
all. But consumers are no lon- 
ger happy with standardised 
public services. Quality, 
choice, responsiveness and 
competition are what the punt- 
ers have become accustomed to 
in the private sector. They now- 
want the same in the public 
sector - and want it for iess. 

That requires public-sector 
managers to behave more like 
entrepreneurs, defined by the 


REINVENTING 
GOVERNMENT 
By David Osborne 
and Ted Gaebfer 

Addison-Wealey 

£19.95/322.95. 405 page* 


French economist Jean- 
Baptiste Say as shifting “eco- 
nomic resources out of an area 
of lower and into an area of 
higher productivity and 
greater yield”. 

The authors set out 10 princi- 
ples around which entrepre- 
neurial government can be 
established. These include old 
favourites from mainstream 
business management litera- 
ture, such as decentralisation, 
meeting the needs of custom- 
ers and becoming mission- 
driven. 

But there are also more fun- 
damental points which justify 
the title of the book. For exam- 
ple, public funds should be 
used to encourage the private 
sector to provide services, 
rather than to create new pub- 
lic agencies and organisations. 
Success should be measured in 
terms of outcomes, whether it 
be educational qualifications 
or successful operations, rather 
than budget size or staff num- 
bers. Public services should 
invest in prevention rather 
than cure. 

Above all, the role of govern- 
ment is to steer, not to row. 
This is the core of the “rein- 
venting government” 
approach, 3 new vision of pub- 
lic services in which the state 
sees its job as enabler rather 
than doer, purchaser rather 
than provider. 

Along with most “how to 
manage” books, this volume is 
stuffed with success stories 
which illustrate the new entre- 
preneurialism. almost entirely 
drawn from US experience. It 
also has its heroes such as 
General Bill Creech, who reor- 
ganised the Defence Depart- 
ment's Tactical Air Command 
along decentralised lines and 
revolutionised its performance. 

Only passing references are 
made to public-sector reforms 
in other countries such as the 
UK, New Zealand and Austra- 
lia. This is a pity, since New 
Zealand, in particular, best 
embodies the spirit of reinvent- 
ing government, with all 
public services now provided 
under contracts which clearly 


specify outcomes. Such omis- 
sions irritate UK admirers of 
the book, including Mr William 
Waldegrave, the public ser- 
vices minister. He points out 
that the government published 
its Citizen's Charter, com- 
mended by Osborne and Gae- 
bler, on the very day that the 
two authors submitted their 
manuscript to the publishers. 

However, It is the theoretical 
underpinning of the public ser- 
vice reforms now under way 
across many of the advanced 
economies which accounts for 
the book’s deserved success. It 
provides a rationale for the 
practices which public-sector 
managers in a variety of coun- 
tries have adopted in the 
search to get more for less 
from public funds. 

The success of the book also 
marks what is described as a 
paradigm shift in thinking In 
the 1980s, it was the Reagao- 
Thatcher agenda which domi- 
nated problem-solving in gov- 
ernment This sought to force 
back the boundaries of the 
state, privatising some public 
services and withdrawing alto- 
gether from others. 

A new agenda has emerged 
in the 1990s, which is more 
concerned with making public 
services efficient and effective 
than in cutting them down to 
size. It is also an agenda which 
finds support across the ideo- 
logical spectrum. 

In the US. it is the Demo- 
crats who have taken up the 
cause, in contrast to the Bush 
administration which, with 
honourable exceptions, 
neglected such domestic 
issues, ft is natural territory 
for Bill Clioton. who spent 
time reinventing the Arkansas 
state government during his 
governorship. In Australia and 
New Zealand, it was Labor 
administrations which 
launched public-sector reforms. 
In the UK it has been the Con- 
servatives under John Major 
who have seized the “reinvent- 
ing government” agenda, a 
clear break with the Thatcher- 
ism which preceded it. 

Whatever the political stripe 
of the politicians, they are all 
responding to the same 
demand for better-quality pub- 
lic services at less cost. For the 
ambitious public-sector man- 
ager. Osborne and Gaebler are 
now required reading. 


John Willman 
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Times change don’t they? 


As a pension trustee, pensions 
adviser or fund manager, you will 
know that the Maxwell scandal 
has left the pensions industry in 
a state of upheaval. New 
developments are taking place 
daily. Pensions Management will 
keep you up to date. 


can be confident that the contents 
are impartial, reliable and well 
researched. In fact our team of 
journalists has won five industry 
awards in the last three years. 


Each month Pensions 
Management is packed with 
analysis, statistics and more 
news than any other pensions 
magazine. Plus every month we 
carry an in-depth survey and a 
special research feature. 


But don’t take our word for it. 
We’re offering you the 
opportunity to see for yourself - 
subscribe to Pensions Management 
now and we’ll send your first 
two issues absolutely free. 
Should you decide to cancel at 
any time, the unexpired portion 
of your subscription will be 
refunded in full. 


Pensions Management is 
published by The 
Financial Times so you 


Isn’t it time you turned to 
Pensions Management, the 
market leading 

FINANCIAL Times 1 magazine for the 
MAOAziNes | pensions industry? 
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ECONOMIC VIEWPOINT 


Green shoots that 


sprout problems 


By Samuel Brittan 


ga i ns have started to falter and 
that more workers were 
required to sustain a modest 
increase in output 

A more optimistic explana- 
tion is that the recovery is fas- 
ter than preliminary statistics 
suggest The Central Statistical 
Office has made a brave experi- 
ment in publishing an estimate 
of first-quarter grass domestic 
product, suggesting that out- 
put (excluding oil) has been 
rising at an annual rate of just 
over 2 '/s per cent; but the esti- 
mate may well be raised. 

Is the recovery too rapid for 
comfort? No one can say. We 
do not know the trend rate of 
growth - most estimates are in 
the 2 per cent to 3 per cent a 
year range. Above all we do 
not know how large is the 
“output gap” due to recession. 
If it is large, output could grow 
for some time at above trend 
rate without disaster. 

For such reasons the wisest 
economists have embraced a 
financial framework designed 
to encourage non-inffationary 
growth without attempting to 
fine-tune the real economy. 

It Is in this frnanrnai frame- 
work that policy problems are 
liable to arise. The dip in ster- 
ling at the beginning of this 
week was a reflex to reaction 
on the foreign exchange mar- 
ket in the face of the Byzantine 
intrigues of the anti-Maastricht 
factions. The trend of sterling 
for much of 1993 could well be 
upwards. 

The severity of the recession 
in Germany and the alarmist 
reaction of the establishment 
there is likely to accelerate the 
pace of interest rate cuts. More 
and more analyses are appear- 
ing which suggest that the 
D-Mark is overvalued. This 
view could come to affect for- 
eign exchange market senti- 
ment - both directly and by its 
effect on German economic 
policy. 

One can easily imagine a 
repeat of the 1987-88 dilemma. 
This was whether to cut inter- 
est rates or to allow sterling to 
rise to levels which could be 
both unsustainable and damp 
the recovery. 


SterHfig’s competitiveness 


Purchasing power parity = 100 








'■Z&V$R 


Post-bit average 






UK less 
com p etitive 


V • . ■' 


1963 66 67 69 71 73 75 777981 8386878891 95 


Source: Goldman Sachs 


Already the finance director 
of an engineering company has 
told the Financial 'rimes that if 
the government allows the 
pound to strengthen any fur- 
ther “then it must be out of its 
mind ”, if sterling were indeed 


Encourage sterling 
to edge upwards. 

That does not 
mean that the sky 
should be the limit 


to strengthen later in the year 
there would be enormous pres- 
sure to cut base rates further 
to cheapen the pound. 

Unfortunately, the self-inter- 
ested business pressure for a 
low pound is given added 
respectability by the concern 
of mainstream economic ana- 
lysts about the current pay- 
ments deficit For instance. 


Gavyn Davies of Goldman 
Sachs (and a member of the 
chancellor's forecasting panel) 
believes that a 10 per cent fall 
in sterling’s real exchange rate 
may be required if output is to 
grow at anything like its trend 
rate. 

Yet Davies is also sympa- 
thetic to the Treasury's desire 
for a strong pound to prevent 
the official 4 per cent inflation 
ceiling (excluding mortgage 
interest payments) from being 
breached. He tries to reconcile 
objectives by outlining an opti- 
mal path under which sterling 
would be kept at about its pres- 
ent level for the time being - 
to avoid an inflation blip to 
per cent - and then to encour- 
age farther depreciation later. 

I would label this policy anfi- 
Augustinian. The fam ous saint 
prayed to be made virtuous but 
not yet the strategy followed 
by Norman Lamont with his 
deferred tax increases. The 


Goldman Sachs exchange rate - 
advice is just the opposite; 
make me profligate hut noi « 
yet. Mention of saints ishighiy 
appropriate, as Davies admits 
that it would take a miracle in 
produce the right Mag. - 

The strategy would, in any 
case, be wrong-headed, ft b ah 
example of the incurable habit 
of mainstream economists to 
suppose that the Treasury can 
fix real magnitudes such as 
competitiveness or the current 
trade balance for more than a 
transitory period. 

Davies's own diagram is 
revealing. It shows that com- 
petitiveness since 1979 has 
been id per cent Jess favours: 
ble than in the 1960s and-igffls 
<UK Weekly Comment, April 
23). But even in the later 
period sterling has more often 
than not been below the level A- 
indicated by estimates of its 
purchasing power iELtexms.- 0 [ - 
traded products. 

The degree of undervalua- 
tion required in the 1970s when 
the UK was a large net oil 
importer and beset by quality 
and delivery problems has lim- 
ited bearing on what is 
required today. Competitive- 
ness is mainly influenced by 
structural forces such as oil 
and capital movements which 
determine the needed manufac- 
turing balance. Attempted 
changes for policy purposes 
end up with unwanted infla- 
tion or deflation. 

My own advice would be to 
encourage sterling to edge 
upwards, even if this means 
putting off the prospect of for- 
ther base rate cuts. But that ^ 
does not mean that tho sky 9? 
should be the limit. There 
would be no point in havim 
endured the agonies of ster- 
ling's departure from the 
exchange rate mechanism last 
September only to let the 
pound approach the old 
DM2.778 lower limit- (Any ERM 
re-entry will have to be freshly 
negotiated). 

As the Bundesbank realised 
in its earlier campaign for 
D-Mark revaluation, the move- 
ment and level of the exchange 
rate are indicators of policy 
tightness just as much as 
domestic interest rates. But £ 
because of the traumas - 
endured when the government 
shadowed the D-Mark in 
1987-88, 1 fear that the Treasury 
could act in caricature of what 
the engineering company's 
finance director fears and 
allow sterling to rise too high, 
only to follow the anti-Augus- 
tinian depreciation advice later 
on. Even outside the ERM an 
explicit policy for sterling is 
needed - which does not mean 
precise floors or ceilings at 
which speculators can aim. 
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LETTERS TO THE EDITOR 


Number One Southwark Bridge, London SE1 9HL 

Fax 071 873 5938. Letters transmitted should be clearly typed and not hand written. Please set fax for finest resolution 


UK must retaliate on California tax I TG Metaii’s 


From Sir Michael Grylls, MP. 

Sir, George Graham in his 
article “UK defiant over Calif- 
ornia tax” (April 29) said that 
“Britain and the US are head- 
ing towards confrontation” 
over California's use of world- 
wide unitary tax. The US 
administration should be 
under no illusion over the 
strength of feeling on this 
issue in the UK. 

Some 214 members of parlia- 
ment, from all parties, have 
signed a Commons motion call- 
ing for the government to 


retaliate. At the Unitary Tax 
Campaign's co-ordinating com- 
mittee meeting on April 27, the 
members voted unanimously 
to retaliate. 

At the meeting of the CBFs 
“American Club” on April 29, 
there was an overwhelming 
vote to retaliate immediately 
(25-30 in favour, four against 
with a few abstentions). 

Too many Americans have 
given too many assurances 
over too many years. Our 
patience has run out America 
understands only one lan- 


guage, that of tough negotia- 
tion as demonstrated again in 
their dealings with the Japa- 
nese. The British government 
should no longer be prepared 
to be fobbed off with promises 
for future action which, from 
past experience, come to noth- 
ing. The government should 
now retaliate immediately to 
get this issue resolved once 
and for ail. 

Sir Michael Grylls, MP, 
chairman, 

Conservative backbench 
trade and industry committee 


collective 


bargaining 


Africa needs new economic medicine 


From Mr Stewart Walds. 

Sir, Your comment on our 
Africa; Make or Break report 
(“Diagnosing Africa's ills”, 
April 29), is right to point to 
the past and present policy fail- 
ures of some African govern- 
ments. Misguided economic 
policies, autocracy, endemic 
corruption and armed conflict 
have been part of the lethal 
cocktail which threatens to 
consign the region's citizens to 
deepening poverty. 

This is why northern govern- 
ments should encourage the 
moves towards democratisa- 
don, peace and economic pol- 
icy realism now taking place in 
many African countries with a 
“Marshall plan" for recovery. 

Seven years after the Group 
of Seven industrial countries 
grudgingly accepted the need 
for debt relief, the world's 
poorest region is being drained 
of $l 0 bn annually. 

There can be no moral or 
economic justification for this. 


especially in the wake of the 
massive debt relief measures 
agreed for Russia. This is why 
Oxfam is calling on Britain to 
press for a new initiative on 
African debt at the G7 summit 
in July. 

Structural adjustment pro- 
grammes (SAPs), implemented 
by African governments under 
the tutelage of the World Bank 
and the IMF, have failed to cre- 
ate a platform for economic 
recovery and even more con- 
spicuously to address the chal- 
lenge of poverty alleviation. 
Hie World Rank 's own most 
recent review confirmed that 
SAPs have a particularly bad 
record in terms of restoring 
investment, the yardstick 
against which recovery pros- 
pects must be measured. 

In part, this can be traced to 
the impact of deflationary 
monetary policies and sweep- 
ing trade liberalisation mea- 
sures under SAPS. These have 
exposed fragile, but potentially 


competitive, manufacturing 
industries to increased compe- 
tition in the face of spiralling 
interest rates ami rising import 
costs. The predictable result 
has been disinvestment, de- 
industrialisation and mounting 
unemployment 
Rather than apportion blame 
between doctor and patient, 
surely it is time to recognise 
that both are hooked on the 
wrong medicine. It is time for 
the World B ank and IMF to 
surrender their dogmatic 
attachment to an outmoded set 
of economic prescriptions. 
What is needed is a new 
approach to adjustment, based 
on redistribution policies, 
selective import liberalisation, 
more carefully phased market 
reforms and above all a com- 
mitment to increased invest- 
ment in human capital. 

Stewart Wallis, 
overseas director, 

Oxfam, 274 Banbury Road. 
Oxford OX2 7DZ 


From Mr Peter Senft 

Sir, Unfortunately it is neces- 
sary to correct your report on 
the legal issue of the collective 
bargaining contract in the * 

metal and electronics industry * 

and the steel industry of the 
new federal lands of Germany 
("Morale suffers in the old 
east”, April 30). 

Part of the contract is a revi- 
sion clause and in addition to 
this is an arbitration clause. In 
both industries the two possi- 
bilities of revision and arbitra- 
tion had been put into action, 
but without any success for A 
the employers' case. m 

The independent chairper- 
sons of the arbitration commit- 
tee (ie not arbitration tribu- 
nals) decided, in each case, in 
favour of the trade union IG 
MetalL The employers' associa- 
tion was not able to prove facts 
and figures in order to claim 
that the agreed pay rise - 
starting on April l 1993 - 
would ruin companies. 

It is a completely different 
issue to rescind unilaterally a 
collective bar gaining contract 
by the employers. There is no 
clause in this contract allowing 
one side to do so. 

This way of dealing with an 
agreed contract a year before 
the first possibility to with- 
draw must be considered as a 
danger to the German law of £ 
contract according to our Civil . 

Law Code. 

Peter Senft, 

I G MetaU. 

Alto Jacobstmsse 148-155, 

W-100 Bertin Si 


Ozal had few options in his relationship with EC 


From Mr J P van Ry. 

Sir, Edward Mortimer's 
article about Turgut Ozal’s 
funeral (“Friend when in 
need”. April 28) deserves some 
comment, in particular on the 
small but significant incident 
in EOTurkish relations to 
which he refers. 

President Jacques Defers of 
the EC Commission was 
accused in 1989 by many Turk- 
ish personalities of wanting to 
reserve EC membership to the 
Christian countries of Europe. 
What happened in reality was 
that Delors, speaking before 
the parliamentary assembly of 
the Council of Europe on Sep- 


tember 26 1988. referred to Fer- 
nand Braudel’s remark that 
Europe’s common destination 
is determined by Us Christian 
religion as one element among 
several which he named. 

In the immediately following 
press conference a Turkish 
journalist lifted the Christian 
religion out of the context of 
the speech and asked if this 
was meant as a message for 
Moslem Turkey. Delors cate- 
gorically denied such intention 
and explained that he had sim- 
ply referred to factors that had 
contributed to Europe's cul- 
tural identity, snehas Chris- 
tianity. Roman law. Greek 


humanism and Arab civilisa- 
tion. 


„ 0zai could never have 
“courted this reaction when he 
slammed in Turkey's EC appli- 
cation m 1987”. as Mortimer 
says, because it took place 
more than two years later Nei- 
ther do I agree that Demirel is 
[‘more sincerely . . . European” 
m going for a customs union. 
Turkey has not many political 
options and the Europeans 
know that It is, in a maimer of 
5 *akmg, in Europe but not of 
Europe. Turkey's customs 
union with the EC (not 
Invented by Demirel but 
offered to Turkey by the EC in 


1990) is the only realistic basis 
for a stable and long-lasting 
relationship in which the EC is 
not demandeur. Politics are 
often hard and merciless; Ozal 
would have been the first one 
to admit that. Symbolic ges- 
tures at the occasion of a state 
funeral of an important presi- 
dent seldom go beyond the per- 
ceived balance of interests of 
countries concerned. That 
explains the level of European 
presence at Turgut Ozal's 
funeral. 

Johannes Pieter van ftj j. 
ChurchOHaan 113 - E, 

1078 DM - Amsterdam. 
Netherlands 
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Maastricht 

skirmishes 


fT IS hard for any normal British 
citizen to understand the Byzan- 
tine legalistic wrangles between 
the government and its opp onents 
during the House of Commons' 
interminable debates over the 
Maastricht treaty. But it is becom- 
ing increasingly difficult to -resist 
the feeling that the parliamentary 
procedures which have been on 
display are unbecoming to parlia- 
ment and profoundly Uj^dapted to 

the ratification of this kind of 
- international agreement 

The first reason for unease Is 
that these procedures are in fact 
demeaning to the working of Brit- 
ish democracy. The House of Com- 
mons prides itself on its reputa- 
tion as the mother of parUarnimfa, 

sovereign in all things. But it 
should be a cardinal rule of a 
model parliament that the 
significance of its debates should 
be dearly comprehensible , at least 
to the participants, and certainly 
to the government 

This is not .the case here. In 
February, the government pro- 
duced two contradictory legal 
judgments, on the consequences of 
a defeat on the social chapter, first 
(from the Foreign Office) that it 
would wreck the whole treaty, and 
second (from the attorney-general) 
that it would have no effect on the 
treaty at alL . 

In principle the attorney-gener- 
al's.advioe should carry the great- 
est weight; yet It has entirely 
failed to silence conttnned legal 
argument, or to introduce any real 
I clarity into the consequences of 
the continued parliamentary skir- 
mishing. 

Some opponents of the treaty 
seem to believe they could yet 
challenge Maastricht in the courts 
of law; other experts deny that 
such a judicial challenge would be 
i feasible. On grounds of democratic 


principle, it would seem most 
undesirable that a judge, however 
eminent, should decide a political 
question which ought to have 
been settled by the elected repre- 
sentatives of the people. 

The dismay of the ordinary 
voter does not end here, however. 
By common consent, both of its 
supporters and of its opponents, 
Maastricht is an ambitious treaty 
which could have far-reaching 
consequences for Britain and 
Europe. But many British voters 
will have been surprised and even 
shocked to observe that the ratifi- 
cation process in the House of 
Commons does not ««*»u to grap- 
ple with these large European pol- 
icy issues at alL 

On the contrary, most of parlia- 
ment’s attention, and most of its 
legislative power, seems to be 1 
focused narrowly on those bits of i 
the treaty which would have j 
direct legislative conmagnonras in 
Britain itself. The Conservative 
Euro-sceptics and the opposition 
parties have tried to derail the 
treaty by overthrowing the social 
protocol But the government is 
astonishingly entitled to maintain, 
by some extraordinary anachro- 
nism, that ratification, proper Is 
merely a matter of the royal pre- 
rogative. 

This procedure has had the 
effect of avoiding the main issues, 
while fuelling a phony trench war 
between parliamentary factions on 
endless technicalities. The fact 
that the government, even when 
defeated on a substantial issue 
like the social chapter, can claim 
to ignore it reveals the dishonesty 
of the entire exercise. The mother 
of parliaments is going to have to 
work out a more effective relation- 
ship with the EC if it is to have 
any hope of . representing its citi- 
zens’ concerns effectively. 


■nimiimgJiEff 


Mr Asti Nadir’s escape to 
Northern Cyprus, will not only 
anger thousands of Polly Peck 
shareholders. It will also further 
undermine confidence the. 
capacity (rf the UK criminal juSticfe ' 
system to bring serious fraud 
cases to suxxessful conriuslxms. 

Confidence has already been 
damaged by fiascos such as the 
Blue -Arrow and- Guinness trials. 
While the precise anatomy of fail- 
ure varies in all three situations, 
common elements have been the 
complexity of the charge sheets 
and the inordinate delay in bring- 
ing cases to trial. In Mr Nadir's 
case, there has been a delay of two 
and a half years since he was 
charged. 

One can only speculate whether 
an earlier trial would have 
deterred Mr Nadir from jumping 
bail But It does seem certain that, 
so long as it takes several years to 
bring serious- fraud cases to trialr 
little can be done to prevent defen- 
dants from escaping unless society 
is willing to ride roughshod over 
their human rights. - 

Mr Nadir’s bail of 13.5m was 


- • already the largest imposed in the 
. UK Putting him - and others in a 

similar position - behind bars for 
:six months, while awaiting trial 
might, be acceptable. Locking 
nheoK up'for thfed" ydars would not 

- be, especially -since they could 
eventually be found not guilty. 

Mr Nadir's escape was facili- 
tated by the willingness of North- 
ern Cyprus, a state which Britain 
and almost all other countries 
refuse to recognise, to provide him 
with a safe haven. There is there- 
fore little chance of bringing Mr 
Nadir back to face justice, 
although the government of 
Northern Cyprus should not think 
that welcoming him with open 
arms is a cost-free decision. It is 
precisely such behaviour which 
will prevent it receiving the recog- 
nition it craves. 

The lesson for future fraud 
cases is clear. The Serious Fraud 
Office must streamline charge 
sheets and bring cases to court 
much more quickly. Only then 
will the prosecuting authorities be 
able to justify denying future 
Nadirs bail 


interests 


YEAR AFTER weary year leaders 
of tie group of seven industrial 
countries agree to complete the 
Uruguay -Round of multilateral 
trade negotiations and fail to do 
so. The contrast between their 
protestations and their achieve- 
ments is ridiculous. Can anything 
be done to bring their actions in 
line with their words? ~ 

, Only last wedq'tor' example, the 
GTs finance minis ters and central 
bank governors stated that “the 
further' opening of the interna- 
tional trading system is indispens- 
able for maximising world growth. 
A successful growth strategy 

■ requires prompt and appropriate- 
conctuslop of the Uruguay Round. 
Protectionism retards growth and 
must be resisted. - Meanwhile, 
President Clinton himself pledged 
“exceptional actions” to bring 
about such an agreement. 

So why has the round already 
taken six and a half years with no 
end in sight? The answer is that 

the leaders do not mean what they 

I say. More precisely, they mean 
only half of what they say. They 
think it would be wonderful for 
foe Uruguay Sound to be crowned 
by the liberalisation of the trade 
potides of every country except 
their own. No wonder they find it 
so difficult' to agree. 

Leaders need to be reminded, 
about the chief purpose of trade; 
which Is to widen opportunities 
for consumption. The report pub - 
listed .tids morning by the UK’s 
publicly funded National Con- 
sumer Council provides such a 
reminder. It argues, for example, 
that EC consumers will pay an 


avnotiE Mi 

anew? car as a result of the export 
restraint agreed by Jap an; th at 
antidumping duties ou electronics 
goods cost EC consumers some 
£LSbn. a year; and that the com- 
mon agricultural policy raises tne 
food bill of the average family of 


four by over £17 a week. 

. Protection saves jobs, say its 
protagonists. This is a myth; 
counters the NCC. Jobs may be 
saved in one industry, but at the 
expense of jobs elsewhere. Just as 
mythical is the rather newer idea 
that free trade threatens the envi- 
ronment Anyone who knows any* 
thing about the former c ommuni st 
countries will recognise this as 
. nonsense, poverty is an important 
cause of environmental degrada- 
tion, while opportunities to trade 
are among the most important 
routes from poverty. 

Most of the NCC’s recommenda- 
tions fell into two categories. In 
the -first are those for Kberalisa- 
. tiqn - of the common agricultural 
policy, for example. In the second 
are those for transparency and 
accountability. 

How, for example, has it been 
possible for EC governments to 
make the Japanese form export 
cartels against EC consumers? 
How has it been possible to 
jmpnm high antidumping duties 
without public fuss? The answer Is 
that neither policy Ms been open 
to public debate and assessment. 
The most important NCC recom- 
mendation may, therefore, be its 
call for an independent body to 
undertake the evaluation of trade 
policy measures. Its proposed 
right of access to non-confidential 
Information for consumer repre- 
- sentatives could prove equally 
important 

So lo ng as even wdHntentianed 
policy-makers are locked in a 
struggle with narrow producer 
groups, they will grant protection, 
while calling for liberalisation. 
The NCC suggests governments 
sho uld empower consumer bodies 
to participate in the debate. This 
would help consumers. But it 
would also help governments 
themselves to do what they know 
they ought to do. 


S ince Philip Morris, the 
world's largest tobacco 
manufacturer, slashed the 
US price of Marlboro ciga- 
rettes last month in the 
face of falling sales, jitters have 
spread to many other branded con- 
sumer goods producers. If this could 
happen to a company as formidable 
as Philip Morris, observers have 
asked. Is anybody safe? 

Pessimists have not lacked evi- 
dence for their case. The growing 
competition from retailers’ ch ea p 
private-label products which hum- 
bled Marlboro has recently 
prompted other US brand leaders, 
including Procter & Gamble, Kraft 
and Quaker Oats, to cut prices or 
shelve planned increases 
The private-label chaifangy has 
also gained further impetus from 
Wal-Mart, the largest US discount 
retailer. Wal-Mart, which has In the 
past sold few 1 nan-branded goods, 
recently launched its own "Great 
Value” range of 350 food and drink 
products aimed at under-cutting 
popular brands. 

Optimists argue that private-label 
has long prospered in US reces- 
sions, as shoppers tightened their 
belts. Once the economy improved, 
consumers have invariably 
returned to buying favourite house- 
hold names at pr emium prices. 

But will they do so as readily 
again? Though most industry 
experts dismiss suggestions that 
brands are doomed, several develop- 
ments suggest that their manufac- 
turers face a longer and tougher 
struggle than in the past 
Some of the developments are 
peculiar to the US. But others 
appear linked to much broader 
trends which are reshaping con- 
sumer goods competition world- 
wide. Indeed, European experience 
may hold some lessons for the US. 

Private-label’s share erf total US 
grocery sales is hard to measure, 
partly because it varies between 
products. In breakfast cereals, it has 
only 5 per cent of the market, but in 
cheese slices it accounts for 26 per 
cent according to Nielsen, the mar- 
ket research company. 

None the less, it appears to have 
made deeper inroads than in previ- 
ous downturns. Kroger, the largest 
US grocery chain, says it is between 
18 per cent and 20 per cent of group 
safes, compared with 16 per cent in 
the 1961 recession. Furthermore, it 
has contizmed to flourish even 
though US economic recovery got 
under way last autumn. 

Recent market research surveys 
suggest private-label is also increas- 
ingly popular with prosperous shop- 
pers. This finding supports the pop- 
ular view that consumers of all 
kinds are increasingly concerned 
with value - a trend which many 
experts expect to persist through 
the decade. “Value has become the 
smart choice,” says Kroger. “The 
only question is how far the private- 
label trend will go.” 


A trolley full 
of troubles 

Private-label products are threatening established 
brands, say Guy de Jonquieres and Nikki Tait 



marketeers are dozing,” says Mr 
Michael Perry, chairman of Uni- 
lever, the Anglo-Dutch consumer 
products group. His solution Is to 
“keep moving the goalposts" 
through fester product innovation. 

However, UK supermarkets have 
been innovators in some fast-grow- 
ing areas, such as chilled conve- 
nience meals. They also Increas- 
ingly control the development, 
quality standards and marketing of 
the products they sell, turning 
many private-label suppliers into 
little more than contract processors. 
Above all, they have transformed 
their own names into powerful 
brands. 


W ill the US follow 
the same pattern? 
Sceptics point out 
that supermarkets 
there wield less 
clout than in most of Europe, partly 
because regulatory restrictions 
have kept the industry fragmented 
and prevented national chains 
emerging. The industry has also to 
recover from the turbulence created 
in the ISSOs by a wave of leveraged 
buy-outs which has saddled many 
groups with heavy debt 
None the less, there is evidence 
that US private-label ranges are 
shedding their traditionally dowdy 
image. Safeway, for instance, 
recently re-formulated its soft 
drinks line and says it is now faring 
much better against Coca-Cola and 
Pepsi, which lest share to private-la- 
bel rivals last year. One recent sur- 
vey found that many consumers 
ranked the quality of many private- 
label goods equal to branded lines. 

In part this trend may be due to 
the influence of European retailers 
such as Ahold of the Netherlands, 
Delhaize of Belgium and Sainsbury. 
which have acquired US supermar- 
ket groups in the past few years. 

Since Sainsbury bought Shaws, a 
New England chain, it has concen- 
trated on up-market private-label 
products carrying the Shaws name. 
The supermarket sells about 1,200 
such items and added 300 lines last 
year. However, the formula has yet 
to improve profitability. Last year, 
Shaws' margins of 2 per cent were 
only a quarter of its UK parent's. 

But whether or not the private-la- 
bel challenge continues to grow, 
many branded US manufacturers 
expect leaner times on their home 
market A recent survey of more 
than 100 big American consumer 
goods companies by McKinsey, the 
management consultancy, found 
they expected sales abroad to grow 
twice as fast as in the US in the 
first half of this decade. 

FOur-fifths of companies also said 
their overall success in the next five 
years depended heavily on Interna- 
tional growth - up from half in the 
past five years. The clear message is 
that whatever the fate of brands in 
the US, producers elsewhere can 
expect tougher competition. 


Yet some manufacturers, such as 
Philip Morris, have been slow to 
draw the consequences. Indeed, 
they have encouraged cut-price 
competition by regularly raising 
prices ahead of inflation in the 
belief that their brands were strong 
enough to keep consumers loyal. 

But that loyalty has often been 
strained by marketing tactics 
intended to boost short-form sales 
rather than strengthen brands. 
Since 1980, US food manufacturers’ 
spending on promotional schemes, 
such as money-off offers and cou- 
pons, has risen from half to three- 
quarters of total marketing budgets, 
while advertising's share hag fatten 
from 44 per cent to 25 per cent 

In practice, as much as a third of 
promotional spending consists of 
inducements to supermarkets to 
stock goods. The proliferation of 
special offers which the money has 
also funded is widely blamed for 
weakening brands by producing fre- 
quent sharp price fluctuations and 
wide disparities between price lev- 
els across the country. 

Last year, P&G sought to impose 
discipline by reducing promotional 


spending and cutting prices by as 
much as 25 per emit to a uniform 
national level But the results have 
been mixed. This month, P&G again 
cut sharply prices of disposable nap- 
pies, of which it is the leading pro- 
ducer, in an effort to beat back 
mounting private-label competition. 

Many other large branded US 
manufacturers are also co unting on 
more aggressive pricing to regain 
market share. However, the tactic 
involves risks. In the short term it 
can depress margins, unless off-set- 
ting cost cuts can be found. An 
even bigger challenge is how to re- 
establish a premium market posi- 
tion for brands which have been 
forced to compete heavily on price. 

Some leading manufacturers, 
including H J Heinz and Campbell’s 
Soup, are hedging their bets for also 
producing for private-labeL Most 
say they refuse to do so in catego- 
ries where they are market leaders, 
so as to limit competition with their 
own brands. However, some indus- 
try experts argue that, unless a 
manufacturer completely dominates 
a product category, it can be hard 
to straddle both businesses success- 


7=1 


fully for long. 

Challenges of tend have long 
faced suppliers on the other side of 
the Atlantic, whose experience may 
offer pointers to Attune trends in the 
US. Private-label groceries are well 
established in Europe and have 
gninpri ground in recent years. In 
many northern countries they 
account for between a fifth and a 
third of the market 

In reality, private-label covers a 
wide spectrum of goods and market- 
ing practices. In Germany, it is still 
largely confined - as it has tradi- 
tionally been in the US - to dis- 
count generic products such as toi- 
let paper, often of interim: quality. 

But in Britain, chains such as 
Marks and Spencer, J Sainsbury 
and Tesco have developed sophisti- 
cated private-label ranges, which 
earn high marg ins and sometimes 
sell at a premium over branded 
lines. Many continental retailers, 
particularly In Ranee, are now try- 
ing to emulate their mcampte. 

Private-label products are still 
dismissed by some brand leaders as 
cheap imitations. “When they flour- 
ish, it usually means branded 


Fossil fuel levy fails efficiency test 


\ The long-awaited 

— j Department of 
. Trade and Industry 
pflU white papa: on coal 

HBB — reaffinns “the gov- 
enunenFs aim of a 
!gg|§ -- & | market-based policy 
MWlfci for energy”, with a 
PE RSON AL preference for taxes 
VIEW and subsidies rather 
' than directives and 
prohibitions. Given, that national 
security has already been achieved 
by the current diversity of fuel sup- 
ply, generators should be free to 
buy in the cheapest market. British 
coal must compete with imports, 
and win need a transitional subsidy 
until the industry is pri vati s ed . 

The government’s stated objective 
of bringing efficiency in energy pol- 
icy makes sense, but there is one 
area in which it has failed by its 
own standard. Efficiency requires 
sensible taxes as well as competi- 
tive markets, and the fossil fuel 
levy (FFL) fails that test. 

A report by the Trade and Indus- 
try select Committee Cflten latad that 
the FFL would eventually collect 
£9.1bn, primarily to meet the rnher- 


ERM: unlucky 
for some 

■ Norman Lament should be 
mopping his brow over the fate 
of City economist Paul Temperton. 
Unlike the chancellor, who kept 
his job after September’s hiccup 
wi the foreign exchanges, 
Temperton has succumbed to a 
row at least partly linked to - 

questions of turbulent currencies. 

A strong suppo r ter of the 

European exchange rei s 
mtfiiiititem , the34-yeai old has 
just left his job as head H 
international economics at the 
London office of Merrill Lynch, 
the OS investment bank. 

Right up to Blade Wednesday, . 
be was confident Britain would 
stay in the ERM Then when events 
proved him as wrong as the UK 

government, he had trouble 
persuading Merrill Dynch 
colleagues to accept his line that 
the French franc would resist 
farther devaluation pressures 

Tri ftrin tha mechanism 

True, on the franc at least, 

Temperton has so far been right 

But the former Bank of England 
economist's chagrin increased whan 


ited liabilities of Nuclear Electric 
(Including reprocessing, radioactive 
waste management and decommis- 
sioning), estimated at £9Abn. It rec- 
ommended that both the liabilities 
and the FFL income be transferred 
from Nuclear Electric’s accounts. 
Both the coal review and the select 
committee agreed that existing 
nuclear power stations should con- 
tinue to operate, so the FFL win in 
effect pay for past mistakes, not 
current operations. . 

If the FFL is needed only to pay 
for past mistakes, bow should the 
revenue be collected? A good tax 
would fall on final consumers, as 
taxes on producers involve addi- 
tional costs, because consumer 
prices are not only raised (as with 
any tax), but the tax also distorts 
production decisions, which further 
raises costa. If ICI was forced to 
dose its chlorine plant because the 
FFL increases electricity prices, 
that would be an additional cost 
that could have been avoided if the 
tax had fallen only on final consum- 
ers, as value-added tax would. 

The obvious solution is to replace 
the FFL with VAT on electricity. 


consultancy Oxford Economic 
Forecasting which hopes bis move 
wffl increase its reputation in the 
City. 

The effect on his gamings, alas, 
ts in the other direction. 

Capital idea 

■ The sudden exit of yet another 
semor figure from Invesco M1M 
- Peter Knap ton, in charge of the 
UK wholesale business - leaves 
the fund management group with 
an even greater gaping hole an 
the IJK side of the now mainly 
American fixnd management group. 

Stnca the middle of last year 
almost half of the staff at director 
level an the UK side have gone. 

By all accounts, the Devonshire 
Square office has been an even 
more unhappy shop since the 
departure the other week of finance 
director Pa tan En gineer and half 

a dozes other colleagues. 

It is felt that Norman Riddell, 
the new boss, of the European 
operations, has been keeping rather 
too Iow a profile amid all the 


currency was forced through by 
Merrill’s New York office. 

The upshot Is that he and his 


seven years together. He is setting 
up on his own as aneconamic 
researcher, fa collaboration with 


Now Invesco Is holding its breath 
to see what sort erf fine Imro will 

tm pftgfl at tlia and irf thi» 

self-regulatory body's tong-running 
investigation. 

But when it next has some cash 
to spare, the only sensible way to 
restore the tattered UK business 
- if that Is what the Georgia-based 
executive chairman Charles Brady 
decides he wants to do - is by 
acquisition. 


The FFL currently raises about 
£L3bn a yea i, while the value of 
domestic electricity consumption is 
roughly £7.6bn. VAT on electricity 
would raise £1.33bn, almost the 
same as the FFL. Replacing the FFL 
(10 per cent) by VAT (IT/* per cent) 
would raise the domestic electricity 
price by about 6 per cent, but this 
would be returned in the form of 
lower prices or higher profits from 

The obvious solution 
is to replace the fossil 
fuel levy with 
value- added tax on 
electricity 

goods produced with electricity. 
VAT could be extended to other 
domestic fuels to avoid a bias 
against electricity, giving the gov- 
ernment about £lbn extra revenue. 

In the Budget, the Treasury 
accepted the logic of VAT on elec- 
tricity, but made it additional to tlm 
FFL, rather than replacing it Holly 
Sutherland of Cambridge Universi- 

Observer 


Observer does not know how 
well Riddell gets on with his former 
stablemates at Capital House, the 
Royal Bank of Scotland subsidiary 
which he set up and subsequently 
left to join Invesco, but it would 
be an obvious port of call if and 
when RBS shows any inclination 
to sen. 

Trouble is, there is little point 
in an acquisition until the Invesco 
namB becomes somewhat less erf 
a liability. 

Pooled venture 

■ The Beijing restaurateurs who 
have pooled together to compete 
with invading fast-food chains have 
surely missed a trick. They should 
have called their new joint venture 
Donald’s. 

After an, it is duck they're relying 
on to win back market share from 
the Hamb urgers and such of chid! 
interloper McDonald’s, along with 
Kentucky Fried Chicken, Pizza Hut 
and numerous others. 

The city now has about 300 
jimk-fbod sellers whose mostly 
foreign-style wares go down 
increasingly well with the L5m 

floating population. 

In their counterattack, the plucky 
Beijingers are planning three 
quick-roast outlets in the capital 
and eventually 50 elsewhere. 

Besides municipal authority 
backing, they have keen support 
from nearby fanners looking to 
feather their nests on extra demand 
for the ducks which it takes around 
two months to fatten to a standard 


t/s Department of Applied Econom- 
ics has shown that increases in 
domestic electricity prices have 
very adverse effects on the poor. 
Double taxation erf VAT and FFL is 
particularly harmful. 

There would be two immediate 
benefits from changing to VAT, cor- 
recting two shortcomings of the 
white paper. First, Electridfo de 
France (EdF) exports “non-le viable” 
electricity to Britain through the 
cross-Channel link, meaning that 
the levy collected is paid to EdF. 
These payments were £95m in 
1991-92. The select committee 
wished to stop them, but the gov- 
ernment believes that may be ille- 
gal. It makes no sense to pay 
France £95m a year just to finance 
past British mistakes. If it is illegal 
to remove the non-leviable status, 
toe problem can be avoided by abol- 
ishing the FFL, and moving Nuclear 
Electric’s liabilities to the Treasury. 

Second, the select committee 
suggested that larger users pay a 
lower and decreasing percentage of 
the FFL. The government accepts 
that certain large UK electricity 
users may be at a competitive disad- 



Tve booked you on the first plane 
to Cyprns, Simpkins’ 

weight of 3.4kg. 

Moreover, while the new 
venture’s promoters may have 
missed the ideal name, there's still 
a touch of western marketing hype 
in the one they have chosen. 

Even though they have 
apparently not yet cracked the 
problem of making the duck not 
just fast but flavoursome, they have 
called the company Quanjude 
which means “all virtuous". 

Photo squall 

■ Forget 30 per cent inflation a 
month, competitive decline and 
mounting home debt, the president 
of Brazil, Itamar Franco, is 


vantage compared with their for- 
eign counterparts, but responded 
with the fallacious argument that it 
would not be right to oblige smaller 
consumers to subsidise large users. 
The FFL is not a cost, only a device 
to recover revenue. It is good ^prac- 
tice to exempt all producers, not 
just large producers, from such 
taxes. VAT automatically does that, 
and goes some way to removing an 
avoidable distortion in the electric- 
ity market 

Doubtless other distortions 
remain, of which the most impor- 
tant is that created by the market 
power of the two large generators. 
The high costs of the pool and the 
misaHocation of the costs of secu- 
rity of grid supply to large users 
make matters worse. These at least 
are subject to review, while the 
design of the tax system is com- 
pletely under government control, 
and should be addressed urgently. 


David Newbery 

The author is director of tne 
Department of Applied Economics, 
Uriiversitp of Cambridge 


preoccupied with a more pressing 
worry. It’s that Rio de Janeiro’s 
20.000 fa vis have to 
displaying his photograph on the 
price tables carried in their 
windows. 

The idea was the response of 
Rio’s mayor to a survey showing 
that a lot of Brazilians didn't know 
who their president was. So out 
went the beach scenes and so on 
normally fronting the price lists 
issued monthly to account far 
inflation, and up went Franco's 
photo. 

Whereas most politicians would 
welcome the titywtde parade of 
their image, he was livid. Seeing 
It as a sneaky way of blaming him 
for price increases, he demanded 
that the pictures be removed . ..only 
to have the mayor decline, saying 
they were tokens of Rio’s homage 
to the president 

But Franco was not to be 
mollified. He has now issued a 
government decree ordering 
taxi-drivers to white out the photos 
on pain of a fine. 

Some are saying he’d be better 
trying to (ripe out the inflation 
instead. 

Vested interest 

■ Reader Ian Harding wonders 
whether there could have been a 
slip in the advertisement in 
Tuesday's FT calling for "a 
consultant to introduce low-cost 
factories supplying ladies’ clothing 
to the UK. Please send brief 
details..". 




WIRAP 


AUTOMOTIVE PARTS 
& ACCESSORIES 


FINANCIAL TIMES 

Thursday May 6 1993 


onepnera^ 

35 Design & S«||- 


Frederick House, Fulfard Road. York YGT 
Telephone 0904 632401 . Fax: 09046102^ 


Yeltsin urged to recall Gaidar 
and restore impetus of reforms 


By Leyla Boulton in Moscow 


REFORMISTS in the Russian 
government yesterday suggested 
that the balance in the adminis- 
tration, which had recently 
tipped in favour of older conser- 
vatives. could be redressed by 
bringing Mr Yegor Gaidar back 
and removing the central bank 
governor. 

Mr Gaidar, one of the archi- 
tects of Russia's market reforms, 
was sacrificed by president Boris 
Yeltsin last December as a con- 
cession to his conservative rivals 
in parliament 

Mr Vladimir Shumeiko. deputy 
prime minister for foreign eco- 
nomic relations, was quoted by 
Itar-Tass news agency earlier as 
saying prime minister Viktor 
Chernomyrdin would soon meet 
Mr Gaidar to discuss a new role 
for the former minister. 

Mr Shokhin said if Mr Gaidar 


returned to the government he 
would replace Mr Boris Fyodo- 
rov, another reformist first dep- 
uty prime minister who has the 
finance ministry in his portfolio. 

There must be a whole c hain 
of reshuffles in the government," 
Mr Shokhin said, adding Mr Fyo- 
dorov was tipped to replace Mr 
Viktor Gerashchenko, the central 
bank chairman - but was 
unlikely to do so unless Mr 
Gerashchenko stepped down vol- 
untarily. 

Doubts were also expressed 
about Mr Gaidar agreeing to 
return to the government under 
present conditions. 

The free-spending central bank 
reports to the conservative par- 
liament rather than the govern- 
ment, which has been Fighting 
Mr Gerashchenko for control of 
monetary and credit policy. 

“In today’s . . . government, the 
balance is violated in the favour 


of ministers who represent the 
interests of industry." Mr 
Shokhin said. 

Mr Yeltsin has recently named 
industrialists Mr Oleg Lobov and 
Mr Oleg Soskovets to important 
cabinet positions. 

“To restore this balance, we 
need a reformist man with pow- 
ers as first deputy prime minis- 
ter, and ( think both the presi- 
dent and prime minister realise 
this," Mr Shokhin said. 

The appointment of a radical 
reformer to first deputy prime 
minister would mean that the 
quartet of first deputy prime min- 
isters would be evenly split 
between reformers and conserva- 
tives. 

In the continuing battle 
between Mr Yeltsin and his oppo- 
nents. Mr Ruslan Khasbulatov, 
the parliamentary chairman, 
blamed May Day violence in 
which 579 people were injured, 


on the presidential camp. He 
spoke shortly before Itar-Tass 
news agency announced tbe 
death of a policeman critically 
injured during Saturday's demon- 
strations. 

The Moscow mayor's office 
announced yesterday it had ban- 
ned a demonstration planned this 
weekend by the National Salva- 
tion Front and other organisers 
of the May Day demonstration. 

“What is it that radical demo- 
crats want to build here? A con- 
centration camp?" Mr Khasbul- 
atov asked in a speech in which 
he claimed that the May Day vio- 
lence was the first result of the 
referendum won by Mr Yeltsin 10 
days ago. 

Official referendum results 
finally published yesterday con- 
finned Mr Yeltsin had won 58.7 
per cent of a vote of confidence in 
himself, and 53 per cent had 
backed radical reform policies. 


Sell-offs are cutting Moscow’s power, write Edward Balls and Gillian Tett 

Russians ready 


to play the 
capitalist game 


R USSIAN president Boris 
Yeltsin's referendum vic- 
tory appears not to have 
resolved the power struggle 
between supporters and oppo- 
nents of economic reform which 
rages at the political centre. In 
the regions, however, away from 
Moscow, reforms are steadily 
being entrenched by the govern- 
ment’s mass privatisation pro- 
gramme. 

Ministers and advisers at the 
headquarters of GKI (GosKoml- 
mushchestvo), the state property 
committee which is managing 
the privatisation programme 
under the direction of Mr Anatoli 
Chubais, the deputy prime minis- 
ter, can barely contain their 
excitement 

In December, when voucher 
auctions for medium and large- 
scale companies began. IS compa- 
nies were sold. In April, 558 
enterprises in 54 regions were up 
for tender, making the reformers' 
target of 5,000 sales by the end of 
the year more realistic. 

In total, 1,547 of the 26,000 com- 
panies which employ more than 
200 workers or have assets val- 
ued over Rbslm will have been 
sold this month. Of these, 372 
enterprises employ more than 
1,000 people and account for 86 
per cent of total employment in 
privatised enterprises. 

Add to this the 33,400 small- 
scale enterprises that were priva- 
tised last year and the reason for 
the reformers' satisfaction 
becomes apparent. “Medium- 
scale privatisation is going like a 
train." says Mr Maxim Boiko, a 
senior adviser to Mr Chubais. 

It is not surprising that parlia- 
mentary opposition to Mr Chu- 
bais has grown in recent months, 
accompanied by repeated calls 


RUSSIAN PRIVATISATION 


Enterprises 

Raglans 


put up for 



sale 

Involved 

December 

18 

8 

January 

105 

19 

February 

201 

30 

March 

376 

48 

April 

558 

54 
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for his resignation. 

“The Chubais programme is 
really undermining the power of 
the state authorities," says Mr 
Sergei Vassiliev, director of the 
government’s centre for eco- 
nomic reform. “They thrived on 
ill-defined property rights. That 
is why they oppose him." 

Yet in the regions, govern* 
ments-and, to a lesser extent 
local parliaments - are increas- 
ingly supporting the Chubais pro- 
gramme, with 71 regions out of 
about 90 organising auctions this 
month. 

In Volgograd. 600 miles south 
of Moscow, Mr Konstantin Oglob- 
lin, director of the state property 
fund which sells property on 
behalf of GKL is unequivocal: “I 
support the policy of Mr Chubais 
and his programme of voucher 
privatisation," he says. 

The Volgograd state property 
fund has privatised 37 companies 
since January, ranging from 
about 100 employees to 26,000 at a 
giant tractor plant, and is privat- 
ising at tbe rate of 13 companies 
a week. Most privatised enter- 
prises are now largely owned by 
workers and managers. 

Critics of the programme doubt 
that privatisation will produce 
either new Investment or 
restructuring, especially if work- 


I 



Valentina Shegoleva shows a privatisation voucher to her son Sergei 
after collecting it from a St Petersburg bank 


er-shareholders prevent manag- 
ers from laying off surplus work- 
ers. 

“I like Chubais," says Grigory 
Yavlinsky, an economist and 
critic of the government. “But 
what be is doing is not clear. You 
have to cut the roots from the 
bottom up -to separate housing 
from the enterprise and then de- 
monopolise. Only after that can 
you privatise." 

But in Volgograd the process of 
restructuring is slowly begin- 
ning. At Red Dawn, a washing 
machine factory producing 
190,000 machines a year, the man- 
aging director plans to lay off 150 
of his 700 workers after privatisa- 
tion. Shopfloor workers at Red 
Dawn appear to accept the man- 


agement's right to manage. 

In spite of the sheer complexity 
of the privatisation system, the 
signs are that much of the popu- 
lation of the Volgograd region is 
prepared to give this new capital- 
ist “game" a go. 

Under the rules, each Russian 
has been issued with a rouble 
privatisation “voucher" which 
has a nominal face value of 
RbslO.OOO - a sum they can top 
up with money of their own. The 
vouchers can be sold on for cash, 
used to purchase shares in their 
place of work, "invested" in one 
of the five new investment trusts 
or used to purchase a limited 
quantity of shares in the compa- 
nies up for auction at Volgo- 
grad's new share auction house. 


UK government faces legal 
battle on Maastricht treaty 


Scandal rocks 
Italian left 


Continued from Page 1 


By Philip Stephens and 
David Owen in London 


AN ignominious climbdown by 
the British government over the 
Maastricht treaty's social chapter 
last night set the stage for a tor- 
tuous legal battle over the coun- 
try's ratification of the treaty. 

Facing certain defeat in parlia- 
ment at the hands of an alliance 
of opposition parties and rebels 
in the ruling Conservative party, 
the government accepted an 
amendment which will delete 
from British law any reference to 
the treaty's social provisions. 

That left Mr John M^jor, tbe 
prime minister, who underlined 
again yesterday his determina- 
tion to press ahead with ratifica- 
tion, faring two potential legal 
challenges. 

One is promised by rebels in 
his own party, who hope to per- 
suade the courts that the amend- 
ment has undercut the legal 
basis for ratification of the 


treaty. Another is expected from 
trade unions who want to force 
the government to abandon its 
opt-out from the social chapter. 

The embarrassing retreat came 
on the eve of today’s by-election 
for the parliamentary seat of 
Newbury, where the Conserva- 
tive majority of 12.357 is under 
serious threat from the Liberal 
Democrats. The government is 
bracing itself also for large losses 
In the simultaneous local govern- 
ment elections. 

Mr Douglas Hurd, the foreign 
secretary, sought to play down 
the implication of the Maastricht 
decision by insisting that the 
retreat would affect neither ratifi- 
cation of the treaty nor the status 
of Britain's opt-out from the 
social chapter. 

In a skilful and confident 
House of Commons performance 
which helped to minimise the 
government’s public humiliation, 
Mr Hurd told members of parlia- 
ment that the amendment was 


“tiresome and undesirable but in 
practice Irrelevant”. The fact that 
the social chapter and the accom- 
panying British opt-out would 
not now be Incorporated into 
domestic law would not remove 
them from the treaty. 

The attorney-general has 
advised the government that it 
can press ahead with the ratifica- 
tion process. But Mr Hurd con- 
ceded that a legal challenge, 
which could be mounted by Con- 
servative opponents to Maas- 
tricht rebels within weeks, might 
delay ratification of the treaty. 
Ministers were admitting pri- 
vately that the amendment will 
prolong the government’s politi- 
cal agony over Maastricht 

Mr Major was said to have 
been intensely annoyed by the 
decision of Miss Betty Boothroyd, 
the speaker, to agree a debate on 
the amendment. 


Background. Page 7 
Editorial Comment Page 13 


government within 10 hours of ft 
being formed. Only yesterday 
were four new ministers, all tech- 
nicians, sworn in. 

Many deputies were convinced 
that in the Craxi vote secrecy 
was itself abused. Members of the 
opposition like the populist Lom- 
bard League, the hard ling com- 
munist group, Reconstructed 
Communism, and the Network 
(La Rete) are believed to have 
voted to preserve Mr Craxi’s 
immunity - with the aim of 

embarrassing the government 

The decision coincided with the 
late night agreement cm Tuesday 
by the Socialist party not to con- 
test magistrates’ requests for its 
deputies to be investigated. 

In an attempt to improve its 
image, the party also agreed that 
members under investigation, 
especially the 54 in parliament 
and the main party apparatus, 
should be suspended. The party, 
which has a new leader, Mr Gior- 
gio Benvenuto, is also planning a 
new name and symbol. 
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Putting Royal to rights 


! It is at least arguable that George 
Soros has done more than the Royal 
I Insurance management to pull the 
company’s Eat out of the fire. Were 
sterling still in the ERM and interest 
rates around 10 per cent. Royal would 
| scarcely be back in tbe FT-SE LOO or 
a«tiring shareholders for £404m at 2S5p 
a share. To be fair, the new team has 
imposed some useful discipline. But it 
is unclear to what extent the recovery 
in underwriting is a function of the 
improving market rather than man- 
agement action. Bruised shareholders 
are meanwhile left to reflect on the 
£679m of pre-tax losses in the last 
three years and the £L2bn of share- 
holders’ funds which have evaporated 
from the balance sheet. Some may 
even thinfc that a management asking 
for over £400m on the strength of 
scraping a quarterly profit of £2m Is 
being a trifle opportunistic. 

Patching balance sheet holes and 
raising the company's solvency mar- 
gin are clearly strong motives for the 
issue. Last year. Royal made strenu- 
ous efforts to persuade the City to 
include the value of its life business in 
calculating solvency margins, to lim- 
ited effect Royal has stm lost interna- 
tional commercial business to compet- 
itors as a result of its weaker capital 
base. 

That will be less of a problem now. 
Direct line personal operations and 
the Royal Global's commercial busi- 
ness can make some use of the cash. It 
is that happy moment early in the 
roller-coaster insurance cycle after the 
excess capital has been lost and when 
money can be made from rising premi- 
ums before the market gets crowded 
But crowded it will get. After ‘one-off’ 
issues from CU and Royal, it may only 
be a matter of time before another 
composite insurer jumps out of the 
window of opportunity. 


FT-SE Index: 2796.5 (-16.1) 


Royal Bank of Scotland 


Share price relative to the 
FT-A Banks Index 
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debt-funded expansion. Paper may be 
issued. But since food assets in devel- 
oped countries generally command 
higher multiples than Tate, that would fc 
threaten earnings dilution. Tate may 4 
therefore focus on developing coon- 
tries, where assets are cheaper. That, 
however, will only raise questions 
about the quality of earnings, further 
impeding a rerating. Tate is not alone 
among UK food manufacturers in con- 
fronting this growth conundrum; it is, 
though, experiencing the pressure 
more acutely than most 


1992 
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traditional banking business. A 32 per 
cent increase in operating profit 
before provisions is impressive and 
the bank expects provisions to .fail in 
the second half. But there is also the 
prospect of a £35m charge from the 
sale of Charterhouse in the full-year 
figures as well as a possible hit from 
property revaluation. RBS managed a 
striking £65Qm increase in its mort- 
gage portfolio, which helps employ its 
surplus capital But costs have also 
grown sharply, while the quadrupling 
of spreads on mortgage lending is 
unlikely to be repeated. The trouble 
with having too much capital is that 
management has to work all the 
harder to produce a decent return. At 
less than 12 per cent, RBS has not 
reached that point yet. 


BAT 

BAT's shares have fallen by nearly 9 
per cent since Philip Morris put a 
torch to the cigarette price war. As the 
battle is unlikely to spread beyond the 
US. and only 20 per cent of BATs 
operating profits come from its domes- , 
tic US tobacco operations, that looks 
excessive. Yet until Philip Morris's 
strategy becomes clearer and the . 
impact on discount as well as pre- 
mium brands better understood, 
tobacco companies may remain under 
pressure. The turn in the insurance 
market may thus not be reflected in 
BATs share price for some time. But 
with a 50 per cent yield premium to 
the market and dividend cover clim- 
bing tack towards two, further falls 
must surely be limited. 


Royal Bank 

With its stares trading at a pre- 
mium of &1 per cent to net assets, 
Royal Bank of Scotland has little need 
to worry about a bid from Lloyds or 
any other tank for that matter. The 
question is whether its performance 
will continue to justify a yield of only 
4 2 per cent On the plus side is Direct 
Line, whose first-half contribution 
more than trebled compared with the 
same period of 1992. RBS is adamant 
that it has no plans to float off Direct 
Line. Presumably, it could change its 
mind if Dotation became necessary to 
support its own share price. 

Less clear is the message from its 


Tate & Lyle 

The market has never been sure 
how to value Tate & Lyle. A string of 
canny deals and a spell of rigorous 
management in the 1980s almost con- 
vinced it that Tate’s commodity sweet- 
ener businesses deserved a premium 
rating. But Tate’s misfortunes in the 
US last year dispelled that delusion. 
The shares have bounced since but 
now seem merely to be tracking the 
dull food sector. 

Tate’s 20 per cent interim profits 
increase hints that a reassessment of 
its rating may be due. But once cur- 
rency translation gains and the bene- 
fits of the green pound’s devaluation 
are stripped out, the underlying earn- 
ings progress is lacklustre. The trou- 
ble is that it may not get much easier 
from here. Despite steadily improving 
cash flow, gearing will still be about 
80 per cent at the year end, inhibiting 


Trafalgar House 

Hongkong Land's coup looks pretty 
well complete now that it has secured 
four places on the Trafalgar House 
board, Including those of chairman 
and finance director. It has done so, 
moreover, with a stake of just 25 per 
cent that conveniently allows it to 
equity-account the holding but does 
not it oblige it to consolidate. In other 
circumstances, a rise to such domi- 
nance without a full bid might have 
provoked howls of protest Trafalgar’s 
intractable troubles presumably 
prompted the institutions to acquiesce 
In this case. Besides, they have the 
consolation of a share price more than 
double last year's low. 

The precedent Is disturbing just the 
same. This could be a new beginning 
for Trafalgar House, but it will not 
become another Bechtel overnight. 
Cash flow is under pressure and dis- 
posals are as remote as ever. Hong- 
kong Land will not automatically 
repeat the miracle it has wrought at 
Kwik Save. One has to hope it suc- 
ceeds. If not, other shareholders will 
lack the power to obtain redress. 
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H993. The year of the Single European Markef.1993. The year 
of the aitch. A single motorway-calibre Jink from Corby to the 
Ml and the AIM. The only direct Ml-Al link in the middle of 
England. Bringing North and South, East and West, Euro-link ports 
and international airports into even faster reach. Putting Corby's 
600 new, successful companies even more on the map. Making 
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Development Area where Government grants to encourage 
growth and efficiency still operote,and soft European Community 
loans are still available. 
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INSIDE 


EC bankrupt reprieve 
for Klockner-Werke 

a reprieve from outrigw^ 
bankruptcy when the European Commission 

SHffSjUSi? ’nwwdtate fuD repayment 

of Ha DMi 75m ($1 1 1 ,4m) loan to the group. Kkick- 
rwsaidj^sterday the way was how dear for its 
ctett refef sdwme to go through. But the company 
must satisfy the commission that plarrad capacity 
cuts and restructuring wiB not distort EC dansto 
support the European steel indusby. Page 17 


Few silver linings in Mexico 
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Mexico’s diver Industry is in turmoil after prices 
steadily tumbled over the past decade. Hundreds 
of smaller companies have already dosed as the 
world's largest diver producer faces an uncertain 
future. Now some In the industry predict that no 
more than 20 low-cost mines wiU survive the cur- 
rent shake out Page 26 

Turning the tables on Wall Street 

New York-based KeyCorp’s British investors could 
have the last laugh on Watt Street. Bght years ago 
the financial pundits said KeyCorp's strategy of 
acquiring banks in Alaska, Oregon and Washington 
was crazy. But the company's long time British 
investors stood behind toe move into the Pacific 
north-west "Many of the Scottish folks told us: 
'Right on, you're doing the right thing,'” KeyCorp 
chief executive Victor RSey recalls. Page 20 

Polly Peck fears well founded 

The UK Serious Fraud Squad feared that Potty 
Peck International chairman Mr AsO Nadir would 
flee the UK to escape toe prospect of a criminal 
trial and possible, imprisonment Pago 16 

Canadian Piacific back on track 

Canadian Pacific, the transport, resource and prop- 
erty poup, returned to profttabllfiy In the first quar- 
ter helped by special grins.. But Mr. WHHam 
Stinson; chternan, told. the annual meeting the 
results- ware "disappointing”, daspfta hW yaare of 
radical restructuring. “Ho wever , the imprevemant ln 
our share-price to around C$21 from, a 52-week . 
low of C$1316 reflects toe p-oupfetoture potential. - 
I am very optimistic as we come put of the long 
recession." lie said. fh»go.lit; '/.-‘v.* : 'i .f- V 

Royal Bank oV Scoftfond up 91 % ' 

A return to profit krits core branch banking busi- 
ness helpedftoyal Bank.pt Scofland increase 
Interim fxe^tax profits t^gi per cent from £48m 
{S73.92mJ to £91.6m. Lord Younger, chairman, 
sakt "The upturn In performance at the full year is 
not only being sustained, but is gathering momen- 
tum.” Page 23 
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Matsushita deal leaves puzzle 


Generous buy-out of joint chip venture will burden Japanese group’s finances 


Philips 
tumbles 
36% to 
FI 103m 


By Ronald van de Krol 
in Eindhoven 

PHILIPS, the Dutch electronics 
group, said net profit fell by 36 
per cent to FllOSm (957.9m) in 
the first quarter, largely as toe 
result of a sharp decline in its 
communications systems bnsi- 


In spite of the fell In overall 
profit, yesterday’s figures 
showed that operating losses In 
Philips’ consumer electronics, its 
biggest and most Important busi- 
ness, had stabilised, addle two 
other businesses - lighting and 
semi-conductors - bad posted 
operating profit rises of 10 per 
cent and 67 per cent, respec- 
tively. 

However, the group’s fourth 
business, professional products, 
was hit hard by the sharp rever- 
sal in the fortunes of communi- 
cation systems. A drop in orders 
from Germany's tetecoumnmi£&- 
_ tfons authorities helped push the 
sector into an operating loss of 
FI 9m from a profit of FI 128m 
the year before. 

Group sales fell by 2 par emit 
to FI 13.751m, reflecting poor eco- 
nomic ffiffl l H i niK in Europe. 

On the Amsterdam stock mar- 
ket, which had been braced for a 
loss, Philips* shares soared by 
nearly 8 per cent to dose up FI 2 
at F127.30. 

The operating loss in con- 
sumer electronics was barely 
changed at FI 55m compared 
with FI 59m. Price erosion for 
consumer electronic equipment 
totalled 2 per cart in the quarter, 
but Philips also managed to get 
its costs down, producing a 
roughly similar loss. 

In 1992, when restructuring 
provisions poshed Philips into a 
net Toss of FI. 900m, : consumer 
electronics ran .up total operat- 
ing fosses of FT553m. ■ 

Mr- Dudley Eustace, Philips’ 
finance director, said: "The con- 
sumer electronics business in 
Europe remains extremely diffi- 
cult, particularly in Latin coun- 
tries,” where last autumn’s cur- 
rency devaluations meant that 
higher costs in guilder terms 
could not be passed on to con- 
sumers. 

Hie US, however, has contin- 
ued to grow, with toe number of 
colour televisions sold up 13 per 
cent compared with early 1992. 

Mr Eustace, who Joined Philips 
from British Aerospace in 1992, 
said renewed efforts at asset and 
cash management had paid off. 


By Charles Laadbeater in Tokyo, 
Ronald van da Krol In Amsterdam 
and Alan Cane in London 

T HERE was an echo of the 
good did days about Mat- 
sushita’s announcement 

last week that it was finding bil- 
lions of yen to buy OUt Philips of 
toe Netherlands from their ailing 
semiconductor joint venture. 

Matsushita will pay Y185bn 
($l.S6bn) - in cash and by the 
end of the month - for Philips’ 35 
per cent stake in the venture 
which ranks 10th in the world 
league of semiconductor produc- 
ers, well behind toe industry's 
US leaders in technology and 
market share. 

Only two and a half years ago 
Matsushita, the world’s largest 
consumer electronics group, paid 
$6.2bn for MCA, the Hollywood 
film company, in a bold move to 
marry entertainment, films and 
music to its core hardware busi- 
ness making televisions, video 
recorders and audio equipment 
The scale of the transactions is 
their only similarity. The MCA 
acquisition seemed to symbolise 
Matsushita's ambition, resources 
and determination to internation- 
alise and buy its way to higher 
growth through nrnnhinfag con- 
sumer electronics software and 
hardware. 

The purchase of PlnHps' stake 
in their ailing semiconductor 
joint venture, the Matsushita 
Electronics Corporation, heavily 
involved in commodity chip pro- 
duction, seems to have been 
largely forced on a reluctant Mat- 
sushita by Philips’ desire to get 
out 

Philips' motivation was dearly 
financial, and the only surprise is 
that toe Dutch company is get- 
ting such a hefty sum for its 
shares; the Y185bn it win receive 
fro m Matsushi ta Is equivalent to 
F13bn - enough to make a 
healthy dent in its debt burden of 
more than FI 15hn (?8.4hn). 

But the more intriguing ques- 
tion is why Matsushita, facing 
toe prospect of a 60 per cent fall 
in pre-tax prefits for the year to 
March, was prepared to pay so 
much for what appears to be so 
fittie? 

The company faces a sharp 
downturn in Japanese nrmsnmRr 
spending, compounded by the 
loss of export competitiveness 
after the yen’s recent rise against 
the US dollar. 

This d ownturn has amplified 
structural changes in its main 
consumer electronics markets. 
About a fifth of Matsushita’s 
sales crane from television and 
video recorders. Markets for 
these basic products in developed 
countries are saturated. New 
products such as highdefinition 
television have not taken off. 

The disappointing record of 





Chip inspection at a plant of Matsushita Electronic Components, from which Philips has withdrawn 


HDTV is one reason why Matsus- 
hita’ purchase of MCA has been 
less successful than hoped: there 
is less growth in the market for 
MCA’s software. Financial strain 
of the MCA acquisition was one 
reason for Matsushita’s Harisinn 
to make a Slbn bond issue last 
year. 

The scale and complexity of 
Matsushita’s operations - it Hag 
315 subsidiaries, ZS8 outside 
Japan - combined with its con- 
servative management traditions 
mean it is unlikely to ent costs or 
restructure aggressively, in spite 
of a recent reshuffle in top man- 
agement, with the resignation of 
Mr Akio Tanp as president. 


between Ft 500m and FI lbn. are 
confident the group will now 
report a substantial profit for 
1993. 

The partnership, established in 
1952, has not brought Philips the 
access to Asia markets it once 
hoped for. MECs main customers 
are Matsushita's plants in Japan. 
By contrast, benefits for Matsus- 
hita are harrier to fathom 

Matsushita says the venture, 
with plants in Europe, the US, 
south east Asia and China, was 
suffering ft mu cumbersome deci- 
sion making . It thought Philips 
may have been wary of sanction- 
ing heavy investment in MEC to 
maintain competitiveness. 


Matsushita may see something in 
MEC which no one else can spot. 
That may be in Philips’ technology, 
which Matsushita still gets access 
. tu under the deal. 


Indeed, the deal with Philips 
may add to the impression of 
Matsushita as a company driven 
by events. Philips, which will 
remain the ninth largest semi- 
conductor producer in the world, 
initiated the talks six months ago 
by saying it wanted to leave the 
venture. 

Mr Dudley Eustace. Philips’ 
fmanre director, declined to say 
yesterday how large a book profit 
the Dutch company could expect 
on the riaai . saying this was an 
“exceedingly sensitive” figure. 
Analysts, who estimate that Phil- 
ips stands to show a gain of 


By severing the partnership 
Mats ushi ta will now be able to 
compete for semiconductor bum- 
ness In Europe against Philips. 

Matsushita is in a much stron- 
ger financial position than Phil- 
ips. But the deal will add to the 
growing strain on its balance 
sheet. After building up cash in 
toe late 1980s, Matsushita swung 
into net debt after the MCA 
acquisition. Its gearing for the 
last financial year is likely to be 
above 40 per cent 

In addition Matsushita will 
have to carry all the burden of 
investment in MEC when other 


semiconductor makers are 
increasingly relying on alliances 
to cut costs and risks. 

Several factors could explain 
why Matsushita decided to pay 
such a high price for toe stake. 

• Matsushita may see some- 
thing in MEC which no one else 
can spot Ms Susan Anthony, 
electronic industry analyst at 
Robert Fleming stockbrokers in 
London, said it was “incredible” 
the Japanese group was prepared 
to pay so much: “There must be 
siwngi-hingr hidden there that Mat- 
sushita wants very much." That 
may be tucked away in Philips' 
technology, which Matsushita 
still gets access to under the deal. 

• Matsushita may have feared 
Philips would obstruct the ven- 
ture’s development or, worse, try 
to sell its stake to a competitor. 

• Far more important for both 
companies are collaborations in 
new products such as compact 
disc interactive. It is likely this 
collaborative approach to stan- 
dards and product development 

■ will be increasingly important in 
the slow growth consumer elec- 
tronics markets of the 1990s. 

The cash injection will help 
Philips maintain its new product 
development in areas which 
could benefit Matsushita. At the 
least Philips will be a healthier 
European customer. 

However, Matsushita may have 
confirmed that it has not learned 
from the experience of paying so 
much for MCA. As an analyst at 
one western securities company 
put it “They still think they are 
rich enough to pay too much for 
assets they want It could have 
been strategic but it could be 
that old habits die hard.” 


Telephone 
costs hit 
German 
engineer 

By David Waller in Frankfurt 


MANNESMANN, the big German 
engineering group, yesterday 
said that profits on continuing 
operations dropped by almost a 
half to DM339m (5212m) from 
DM625m last year. This was 
abont one-third of toe DMlbn 
net profits which the group 
made in 1990. At the German 
parent company, net profits 
dropped to DM244 m from 
DM389m. 

Wantiwmaim blamed the drop 
in profits on the costs of setting 
np its mobile telephone network. 
It said it would cut its dividend 
from the DM9 per share paid in 
1991 to DM6. As already 
announced, turnover rose to 
DM28bn last year from 
DM24-Sbn in 1991. 

Mannesmann said that the 
costs of developing the telephone 
network were DM340m last year, 
UP from DM235m in the previous 
year. Further details were not 
disclosed, but the group has said 
that its steel tubes, trading and 
vehicles components divisions 
were all loss-making last year. 

The engineering and plant 
business made profits, whilst 
earnings from electrical and elec- 
tronic engineering were 
unchanged. 

The figures benefited from a 
return to profitability at the 
group’s Brazilian operations 
which had been in deficit for two 
years. The group’s total order 
intake rose to DM27. 8bn from 
DM254bn. 

The steep fall in profits 
reflects the worldwide fall in 
demand for capital goods as well 
as the German recession. Ana- 
lysts criticised the company's 
aggressive move into the trou- 
bled car components sector. VDO 
Adolf Schindling, the compo- 
nents company bought in Octo- 
ber 1991, this week announced it 
would be shedding 1,300 out of 
8,300 jobs this year and would 
make substantial losses. 

Mannesmann’s shares fell 
DM2u!0 to close at DM249.20. 

• Kaufhof Holding, one of Ger- 
many’s biggest retailing groups, 
reported that profits rose by 
more than a third last year to 
DM222.4m. Turnover rose by 
14.7 per cent to DM20-5bn. The 
group is proposing to pay an 
unchanged dividend of DM12 for 
each ordinary share and DM23 
on its preference shares. Kaufhof 
gave no reasons for the profits 
expansion but in February attri- 
buted it to a strategy of expand- 
ing into high-growth niche mar- 
kets, reducing its dependence on 
department stores. 


Rhone-Poulenc group may 
sell stake in Roussel-Uclaf 


By ARco Rawsthom in Paris 

RHONE-POULENC, the French 
chemicals company, is consider- 
ing a public sale of its 35 per cent 
stake in. Roussel-Uclaf, the phar- 
maceuticals group, on the stock 
market 

The sale of the Roussel stake, 
which would be worth FFrLG2bn 
($188m) on yesterday’s share 
price of FFr548, is one of a num- 
ber of options being considered 
by RhAne-Poulenc in conjunction 
with Hoechst, the German chemi- 
cals group that controls Roussel 
with a 54.5 per cent holding. 

Rhftne-Poulenc yesterday con- 
firmed a French newspaper 
report that it was discussing the 
possibility of a share sale with 
Hoechst. However, it was also 
considering other forms of divest- 
ment, which were believed to 


include the transfer of assets and 
products. 

Meanwhile, Roussel announced 
that it planned to extend the 
mandate of its managing board 
chaired by Mr Edouard Sakiz 
until the end of the year to stabi- 
lise the company during the dis- 
cussions over the future of the 
Rhone-Poulenc stake. Mr Sakiz, 
87, had been due to retire at the 

will of nPYf mnntli. 

Roussel is a specialised phar- 
maceuticals company best known 
for its controversial abortion pffl. 
ft saw net profi t s rise by 72 per 
cent to FFrLOSbn last year from 
FFr598m In 1991 on co n so l idated 
sales of FFrl4Jbn. 

The fete of the Rbtae-Poulenc 
stake should be decided by the 
end of this year. Rhone-Poulenc, 
which is 43 per cent owned by 
the French government, was 


given the shares by the state in 
1990 as part of a general reshuffl- 
ing of public sector chemical and 
pharmaceutical i n terests. 

Under the terms of the govern- 
ment’s agreement signed in June 
1987, the Roussel stake was to be 
held for six years until June 1993 
when its ownership would be 
subject to renegotiation. 

Rhhne-Poulenc is subject to the 
same terms, but it has secured 
Hoechsf s consent to extend the 
current agreement until the end 
of the year. 

Rbtae-Poulenc. a prime candi- 
date for privatisation by France’s 
new conservative government, is 
believed to be keen to sell the 
shares because of the lack of syn- 
ergy between its interests and 
those of Roussel, and because it 
prefers controlling holdings 
rather than minority stakes. 


BT share sale set for mid-July 


By Roland Rudd 

THE sale of the UK government's 
r emaining shares in BT, the tele- 
communications group, is to 
take place in the middle of July. 

Minis ters believe regulatory 
issues posed by the Monopolies 
and Mergers Commission investi- 
gation into British Gas, the pri- 
vatised energy utility, should not 
affect the BT sale. The MMCs 
report is due in July. 

A numb er of companies plan- 
ning to go public have already 
brought forward their flotations 
. In anticipation of the timing of 
the BT sale and others looking at 
a flotation may now consider 
going eariy. J , 

The government yesterday 
expanded its share shop scheme, 
established as part of toe second 
tranche of BT shares sold in 
1991. 


SG Warburg, the government’s 
global co-ordinator, announced 
that more than 150 companies 
with around 10,000 outlets will 
act as share shops in the third 
sate of BT shares. Last time the 
government selected eight pre- 
ferred retailers. 

The gap between the close of 
toe retail offer and bookbuild- 
ing exerdse and toe start of deal- 
ing is to be less than one week 

The marketing campaign wiU 
be launched on May 24 after pub- 
lication of BTs full-year results 
on May 13. The government is 
expected to sen most, if not all, 
of its 22 par cent BT stake - 
worth more than £5bn. 

Share shops, including the 
four big clearing banks, will be 
entitled to market their services 
under the branding of the share 
shops symbol, a bun and a bear, 
and to display the offer logo 


from the launch of the sale. 

Mr Stephen Darrell, financial 
secretary to the Treasury, said: 
“We believe the share shop 
scheme will be a major step for- 
ward in helping share dealing 
services become more accessible 
to the public. 0 

Small investors will be able to 
choose between registering with 
the government’s share informa- 
tion office or registering with a 
share shop. Those registering 
with and applying through a 
share shop will receive greater 
pref e rence in allocation if there 
is heavy demand for the shares. 

Warburg will be responsible 
for running the book-building 
exercise in every region of the 
world. Companies with impend- 
ing floats include RJB Mining; 
toe Nottinghamshire-based coal 
mining group and RPC Group, 
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Right now, nobody but 
Bonex could make an offer 
litethta. 

Indeed, buy direct from 
us end the picture Is even 
better than It looks here. 

All of these powerful 
Mcrosolt business solutions 
axe preloaded. Vbu merely 
plug in, switch on and start 
work. 

We happen to believe 
these b o sh W ars from Bonex 
and Wcro eo ft combine to give 
you the most professional 
set-up available. 

Why? We rely on them 
to nn our own oompaiy and 
w« tow they're the business. 

Of course, we haven't 
forgotten that you'd still be 
likely to want the occasional 
bit of advice and support 


A direct comparison 
from Elonex. 


Tbe Power Sohrtido from Bonex 

£1305*'* 



So fed tree to call our 
technical Support Hotline as 
often as you like and for 
however long you want We 
won't charge you for it. 

Whichever way you add 
ft up. you can see why people 
go a bundle on Elonex. 

DIRECT SALES 
London: 081-452 4444 
Bradford: 0274-307226 

THE PEOPLE OH THESE U«S HAVE 
BW 0U» PCS THEIOOVra SO THEV 
Wta dUAURS TO MMSE veu. 



WMmlXfc 

■ad anllmltM 


Computers 
that change 
everything. 
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COMPANIES: ASIL NADIR FLEES TO CYPRUS 

The island where inquiries reach a dead end ^ e 0 r c 0 al in ’ 

THE BATTERED remains of Mr Asil financed bv Polly Peck's creditors - All Toads 1T1 tll6 PollV Peck SCatld.3,1 He added said that he had received The trappings of wealth ^embled _ * _ 1 

Nadir's once high-flying business Nadir has' enjoyed the status of a , 111 J; 11 *' 1 U1 V from Aziz yesterday that by Nadir during the rise of Polly ri nO O to 

empire lie in a dusty comer of the local hero. ha VC led tO C-VDITIS. Asil Nadir Mr Nadirs departure for northern Peck - the racehorse, the paintings, Cl, 


THE BATTERED remains of Mr Asil 
Nadir's once high-flying business 
empire lie in a dusty comer of the 
Mediterranean, tucked dose to the 
Turkish mainland. 

An unseemly squabble has been 
under way in northern Cyprus for 
more than two years over the last 
scraps of the carcass of Polly Peck 
international, a group whose activi- 
ties at its height ranged from fresh 
fruit to hotels and electronics. 

So far the wrangle has produced 
no cash, just frustration for the 
army of lawyers and accountants 
trying to recover the £lbn that Polly 
Peck owed to its creditors. 

For serious students of Polly Peck, 
ail roads have always led to north- 
ern Cyprus. Nadir's birthplace. The 
self-proclaimed Turkish Cypriot 
republic remained his home 
throughout the period that he built 
Polly Peck from an East End cloth- 
ing company to a disparate group 
with operations around the world. 

Thanks to the investment he 
brought to the island - much of it 


financed by Polly Peck’s creditors - 
Nadir has enjoyed the status of a 
local hero. 

Northern Cyprus was also the 
drain down which Polly Peck’s 
wealth eventually disappeared. Some 
£500m of the group's cash was 
sucked into the republic. Investiga- 
tors trying tc find out where it went 
next have found the trail difficult to 
follow. 

Much of that money is alleged to 
have been routed back from Cyprus 
into banks In London, to buy shares 
in Polly Peck as part of an illegal 
operation to support the company's 
share price in the late 1980s. 

Mr Nadir personally borrowed mil- 
lions of pounds more from banks to 
finance further share purchases in a 
move which was to push him deep 
into debt and eventually, when Polly 
Peck collapsed, into bankruptcy- 

Much of the money routed to 
Cypnis has not been traced at alL 
More than £200m was supposedly 
used to buy development land in the 
republic. However, Mr Michael Jor- 


All roads in the Polly Peck scandal 
_ have led to Cyprus. Asil Nadir 
brought much investment to the 
Mediterranean island but mill ions 
from his international empire have 
also drained away there. Richard 
Waters and Andrew Jack report 


dan of Cork Gully, in charge of the 
Polly Peck administration, said yes- 
terday no leases on the land were 
ever granted, and the property 
remains in the possession of the gov- 
ernment of the republic. Where the 
cash went is not known. 

The breakaway republic has pres- 
ented countless other problems for 
Polly Peck’s bankers and other credi- 
tors. Lawyers have fought to estab- 
lish their claims over Polly Peck 
assets on the island, a process which 
has been hampered by the fact that 


the republic is not recognised by the 
UK lor any other country except 
Turkey). 

Attempts to sue the Central Bank 
of Turkish Cypnis, and against 
Mentes Aziz, the lawyer ag ains t 
whom charges were brought and 
later dropped by the Serious Fraud 
Office, have all come to no thing . 

A settlement was agreed last week 
with the central h ank, and a settle- 
ment to the claim against Aziz has 
also been negotiated. Jordan said 
yesterday. 


He added said that he had received 
assurances from Aziz yesterday that 
Mr Nadir's departure for northern 
Cyprus would not interfere with the 
sale of Polly Peck's businesses on 
the island, which include hotels and 
fruit processing and packaging 
plants. The pressure being put on 
the Turkish Cypriot government for 
Nadir to return for trial, though, 
suggests that relations could take 
another turn for the worse. 

it is all a long way from the late 
1980s. when Mr Nadir's Polly Peck 
had appeared to secure itself a spe- 
cial position among the many won- 
der-stocks produced during that 
decade. 

The company's share price bad 
jumped more than a thousand-fold in 
ten years as it climbed into the list 
of the top 100 UK-based groups, mak- 
ing it the best-performing stock of 
the decade. Its operations included 
the Del Monte fresh fruit business, 
since sold by the administrators, and 
Sansui, the Japanese electronics 
company. 


The trappings of wealth assembled 
by Nadir during the rise of Polly 
Peck - the racehorse, the paintings, 
the country estate - were all to be 
stripped away later by bankruptcy. 

Mr Neil Cooper, a partner with 
accountants Robson Rhodes, who is 
trustee In bankruptcy to Mr Nadir, 
said: "I am still hopeful that Mr 
Nadir might find he is able to put 
together an offer to his creditors 
that might be acceptable. Otherwise 
he will be an undischarged bankrupt 
all his life. I believe he would prefer 
to return to London where he has 
chosen to live." 

However, Mr David Pollock of 
accountants Touche Ross, who is 
working on the recovery of assets for 
the administration, said that if the 
Serious Fraud Office decided to drop 
criminal action against Mr Nadir, 
that could speed up civil action 
under which the administrators are 
trying to recover £370m from Mr 
Nadir. “We will continue our investi- 
gations. 1 assume it won't get any 
easier," he said. 


Private 
a quick 


jet made to order for 
getaway to freedom 


By Daniel Green 

IT WAS not the luxury to 
which Mr Asil Nadir was 
accustomed. 

The flight from the UK to 
sanctuary in northern Cyprus 
was aboard a small private jet 
Its short range forced at least 
one stop en route. There was 
not even a hostess on board to 
serve the drinks and snacks 
from the mini-bar. 

Mr Nadir had spent the pre- 
vious evening at his home in 
one of London's best addresses, 
Eaton Square, Belgravia, after 
his weekly visit to West End 
Central police station in Savile 
Row. The one- mile trip was 
oue of the conditions of his 
bail. 

But by lunchtime on Tues- 
day. he was almost certainly at 
one of London's many smaller 


airports, boarding a white 
executive jet with few mark- 
ings. 

Within an hour he was out- 
side UK airspace, by early 
evening in Turkey and at 
10.30pm local time, at Ercan 
airport in northern Cyprus. 

His escape plans need not 
have been laid Ear in advance. 

The secretive world of pri- 
vate jet charter and ownership 
thrives on the desire by busi- 
ness executives and politicians 
to travel at short notice and 
conceal their movements. 

Nor is there a legal obliga- 
tion for anyone leaving the 
country to produce a passport. 
The requirement is only to 
have the right papers when 
entering the country. 

The British pilot's flight plan 
would not necessarily have 
been a guide to where an air- 


craft is going; flight plans can 
be, and are, changed during 
flights, most usually to avoid 
bad weather. 

"There is nothing stopping 
anyone hiring an aircraft and 
flying anywhere," said the 
Civil Aviation Authority. 

Once away from the main 
flight paths, an aircraft can 
travel unnoticed by air traffic 
controllers. By choosing the 
right route, it is possible to fly 
all the way from London to 
Cyprus without entering con- 
trolled airspace. 

There were reports yesterday 
that Mr Nadir's aircraft had 
followed a more direct route 
via France and Turkey. 

A quick first stop would 
have helped cover the escape 
trail: the aircraft’s charterer 
need only have bought a small 
amount of fuel in the UK to 


avoid arousing suspicions that 
a long journey was planned. 

Nor was it clear last night 
from which airport he had left 

There were conflicting 
reports that Mr Nadir travelled 
from Scotland, that he flew 
Irom the London area and 
finally that his aircraft had 
taken off from British Aero- 
space's private airport at Hat- 
field. 

BAe said yesterday that it 
believed the passengers on the 
six private jets that left during 
the day were regular travel- 
lers, well-known to the com- 
pany. Only one aircraft was 
going to France, a Cessna Cita- 
tion, and all three passengers 
on board were known to BAe. 

Hatfield has no permanent 
customs and immigration post 
BAe checks that passenger 
lists and passports match. 


ASIL NADIR IN CYPRUS 


The route to escape 

Serious Fraud Office 

Pollca attached to the SFO 
arrest AsD Nadir at Heathrow airport 
as he arrives an a Sight tram Turkey 
in December 1990. Ha is charged 
with theft and (also accounting. 


The flight 

He leaves UK lunchtime Tuesday in 
small white private jet, arriving 
Istanbul 10.30pm local time. 

UK law does not require anyone 
to produce a passport before leaving 
the country. 

Where he has fled 


The courts 

Sow St magistrates court 
Concerned Mr Nadir will flee the 
country, the SFO opposes bail and 
asks tar hfrn to be kept In custody. 
The magiafate refuses, but imposes 
record bafl of £3 .5m. 

-■* - 

The police 

SavUe Row poBce station. Mr Nadir 
reports weekly » poSce according 
to his ball conditions. He makes ha 
last visit on Monday this week. 


Slap in the face for bail rules 


CYPRUS 


Asil Nadir's properties 
Orga Alakadi Dhavios 
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By John Mason, 

Law Courts Correspondent 

FROM THE moment of Mr Asil 
Nadir's arrest, the Serious 
Fraud Office always feared he 
would flee the UK to escape 
the prospect of a criminal trial 
and possible imprisonment 

These concerns prompted the 
SFO to oppose bail being given 
to him - a highly unusual 
move In important cases of 
alleged fraud. 

The request for Mr Nadir to 
be held in custody while await- 
ing trial was turned down by 
the courts. But despite some of 
the most severe bail conditions 
ever imposed by a magistrates' 
court, the SFO’s concerns have 
now proved to be well-founded. 

Mr Nadir's flight to northern 
Cyprus has exposed two large 
holes in the ability of the crim- 
inal justice system to bring 
fraud suspects to justice - the 
ease with which bail can be 


Labour 
calls for 
review of 
the case 


By Ivor Owen, 

Parliamentary Correspondent 

MR NADIR'S flight from 
Britain was yesterday seized 
on by Labour leaders as 
another example of the need 
for more effective procedures 
for countering fraud. 

Ministers ignored demands 
for an immediate Commons 
statement as criticism was led 
by Mr Alistair Darling, Labour 
spokesman on Treasury 
affairs. 

He said Mr Nadir's depar- 
ture from the jurisdiction of 
UK courts was a matter of 
“great importance - damaging 
the ability of this country to 
prosecute serious City 
fraud". 

Miss Betty Boothroyd, the 
speaker, told Mr Darling: “You 
are referring to the man in 
question as if he had already 
been found guilty. That you 
must not do." 

She said no minister had 
submitted a request to make a 
statement on the matter. 

Mr Richard Caborn, the 
Labour MP who is chairman of 
the Commons trade and indus- 
try select committee, said later 
yesterday that the fact that 
bail for Mr Nadir was set at 
£3.5m should have ensured 
that he was subject to the 
most stringent surveillance. 

"Clearly there needs to be a 
review of the arrangements 
made in this case,” he 
said. 


jumped and the problems of 
extradition back to the UK. 

With SFO cases usually tak- 
ing two years between arrests 
being made and trials starting, 
courts have refused to counte- 
nance someone being impris- 
oned that long before triaL 

Instead, Bow Street magis- 
trates’ court set severe bail 
conditions. Sureties and securi- 
ties totalling a record £3.5m 
were demanded, Mr Nadir's UK 
and Turkish passports were 
confiscated and he was ordered 
to report to the police weekly. 

The sureties were provided 
by Mrs Ayesha Nadir, Mr 
Nadir's ex-wife, who put up 
£500,000, and Mr Ramadan 
Guney, a Turkish businessman 
and distant relation of the 
Polly Peck chairman, who pro- 
vided Elm. Mr Nadir himself 
had to provide a security - 
money lodged “up front” with 
the courts - of £2m. 

Mrs Nadir and Mr Guney are 


now both due to pay their sure- 
ties or risk jail sentences them- 
selves. Mr Nadir has clearly 
written off his £2m as the price 
of escaping the British courts. 

With no extradition treaty 
between the UK and northern 
Cyprus, whose government is 
recognised only by Turkey, Mr 
Nadir is now at no risk of pros- 
ecution. He can also travel 
extensively in the developing 
world where many countries - 
notably Moslem nations - do 
not have extradition treaties 
with the UK. 

Mr Nadir Is not the only 
fraud suspect to use the gaps 
in extradition arrangements to 
avoid prosecution. The investi- 
gation into the collapsed Bank 
of Credit and Commerce Inter- 
national was hindered from the 
outset by the fact that the two 
most prominent protagonists, 
Mr Agha Hasan Abedi. the 
bank’s founder, and Mr Swaleh 
Naqvi, his right-hand man. 


were living, safe from prosecu- 
tion, in countries where no 
extradition treaties exist with 
the UK or the US. 

Mr Nadir's flight has left 
lawyers and police wondering 
how a similar situation can be 
avoided in future. All agree, 
however, that there are no sim- 
ple and ready answers. 

Mr Nadir has demonstrated 
that the most severe of bail 
conditions can be no disincen- 
tive. The only alternative Is to 
hold defendants in prison for 
up to two years. Until now. 
this has been regarded as 
unthinkable. But many law- 
yers have observed that the 
Maxwell affair has led to the 
courts making decisions that 
increasingly support the SFO. 
After Mr Nadir, the possibility 
that fraud suspects may spend 
considerable time behind bars 
before trial may not be so 
remote - if the SFO can bring 
cases to court more quickly. 
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SFO can do little more 
than make token gestures 


By John Mason 

THE TRIAL of Mr Asil Nadir - 
one of the most high-profile 
prosecutions brought by the 
Serious Fraud Office - was due 
to start on September 13 this 
year. 

The Polly Peck chairman 
faced 13 charges alleging he 
stole £34m from the company. 
There is now no chance that 
the trial will take place. 

With Mr Nadir beyond reach 
in northern Cypnis. the SFO 
can do little except make token 
gestures. In a short statement 
yesterday, it said it was consid- 
ering further action, including 
issuing a fresh warrant for his 
arrest Police were also investi- 
gating how he was able to slip 
out of the country in a private 
jet. 


Both courses of action, how- 
ever, remain somewhat aca- 
demic. Unless Mr Nadir 
returns voluntarily to the UK, 
the papers for his prosecution 
will be put on the shelf to 
gather dust 

The SFO is left with the 
problem of deciding whether to 
go ahead with the prosecution 
of Mr Nadir's co-defendant, Mr 
John Turner. Polly Peck's chief 
accountant. He faces two 
charges of false accounting 
which he denies. He could 
stand trial on his own in Sep- 
tember. Yesterday, the SFO 
said only that it was too early 
to consider its position on Mr 
Turner’s case. 

Mr Nadir was first arrested 
at Heathrow Airport in Decem- 
ber 1990 on his return from a 
trip to Turkey. He was initially 


charged with 18 counts of theft 
and false accounting involving 
£25m. As the Investigation pro- 
ceeded, the charges mounted 
until he faced 66 charges 
involving almost £l20m. 

However, in June 1993. Mr 
Justice Tucker, the trial judge, 
ordered the dismissal of 46 of 
the charges, These referred to 
money transfers from Polly 
Peck to Unipac. a subsidiary. 

The charges were later 
trimmed down again to the 
current 13 which formed the 
final indictment on which he 
would be tried. Mr Nadir 
always protested his innocence 
and maintained that proof of 
this could be found in northern 
Cyprus. The fact that the SFO 
had never considered it neces- 
sary to visit that country 
angered him deeply. 



His mooter's house 

What He has left behind 

ASSETS; flM&etforwto data. '. " -Under £100,000 
Amounts befci in companies, trusts 

unknown 

Three oft paintings £0.9m 


Writ from the administrator; of Potty Pack 


a panan 
state 

By Edward Mortimer 

THE WARM welcome accorded 
Mr Asil Nadir on arrival in his 
native Cyprus should cause no 
surprise. 

He was, until his arrest two 
years ago, the most successful 
Turkish Cypriot outside the k 
island and the main private* 
backer of the ruling party in 
the Turkish-controlled north. 

This fact might be thought 
embarrassing now that he is a 
fugitive, but most Turks, and 
especially most Turkish Cypri- 
ots, are more than willing to 
give him the benefit of. the 
doubt, assuming him to be the 
victim of British prejudice and 
Greek machinations. 

To Mr Rauf Denktash, presi- 
dent of the self-proclaimed 
Turkish Republic of Northern 
Cyprus, Mr Nadir's arrival 
may even seem like a diplo- 
matic windfall. He may feel 
Inclined to tell the British 
authorities that, while he ' 
would love to help, the fact 
that Britain does not recognise 
his republic makes matters 
extraordinarily difficult 1 * 

Britain recognises Mr Denk- 7 
tash as leader of the Turkish 
Cypriot community, and 
Indeed as vice-president of the 
Cyprus Republic (a title he no 
longer uses). But along with 
the rest of the international 
community - with the impor- 
tant exception of Turkey - it 
recognises only one state and 
one government in Cyprus, the 
one elected by the Greek Cyp- 
riot majority and now beaded 
by President Glafkos derides. 

The Turks have argued ever 
since 1963, when the late Pres- 
ident Makarios unilaterally 
amended the constitution in % 
order to override their veto, ‘ 
that the government is no lon- 
ger legitimate and represents 
the Greek population only. In 
1974 Turkey intervened in 
response to a coup against 
Archbishop Makarios by main- 
land Greek officers, seizing 
the northern two fifths of the 
Island and regrouping the 
Turkish Cypriot population 
there, while the Greek inhabit- 
ants fled to the south. The de 
facto partition has remained 
ever since, with a UN force 
policing the line between the 
two zones. 

Mr Denktash, always 
heavily dependent on main- 
land Turkish support, pro- 
claimed the TRNC at a 
moment of flux in Turkish pol- 
itics in November 1983, when 
President Turgot Ozal had just 
won his first general election 
and was about to become 
prime minister. Mr Nadir later 
became a close ally of Mr Ozal, 
backing him through the 
newspapers he owned (when 
other Turkish papers were 
almost unanimously hostile) 
and lending money to his son. 

It was widely assumed that 
Mr Ozal returned the favour 
by pledging continued support & 
for Mr Denktash. But the 7 
Turkish foreign ministry 
regarded Mr Ozal as danger- 
ously soft on the Cyprus issue, ] 
especially in 1988 when he 
appeared close to doing a deal 
with Mr Andreas Papaudreou, 
the then Greek prime minis- 
ter. More recently, since Mr 
Nadir's fall, Mr Ozal broke a 
taboo by referring publicly to 
the cost of supporting north- j* 
era Cyprus for the Turkish 
exchequer. 

For his part, Mr StUeyman 
Demirel, the present Turkish 
prime minister and now the 
leading candidate to replace 
the late Mr Ozal, has rebuked 
Mr Denktash for c laiming ’ that 
a quarrel with his prime min- 
ister, Mr Dervish Erogta, pre- 
vented him from negotiating a 
solution with the Greek Cypri- 
ots. Mr Demirel even pointed 
out that the total population 
of northern Cyprus is less Hum 
that of a small provincial town 
In mainland Turkey. 

Only this week, however, Mr 
Denktash, who hail threatened 
to resign as negotiator unless 
the Tnrkish-Cypriot parlia- 
ment reaffirmed its faith in c 
him. obtained a parliamentary r 
resolution in support of the 
UN-sponsored peace talks and 
himself as negotiator. 


Clever as a fox, but will he become a bird in a gilded cage? 
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By OBI Fraser in Cyprus and Gillian 
Tett and Andrew Jack In London 

"NO WORDS can express the 
happiness I feel coming back to my 
people,” Mr Asil Nadir cheerfully 
told Turkish journalists yesterday as 
he emerged from his hideaway in 
northern Cyprus. But although his 
flight has now put him outside the 
reach of British law, it is a home- 
coming that could turn bittersweet. 

His first day on his native^ island 
for two years was spent in the 
bosom of his family. His mother, Mrs 
Saflye Nadir, and sister, Mrs Bilge 
Nevzat, arrived early in the after- 
noon at Mr Nadir's luxuriously fur- 
nished home in the mountains 


beyond the coastal resort of Kyrenia. 

Well-wishers arrived In a constant 
stream. They were vetted by a chauf- 
feur before being led inside through 
the heavy wooden front doors. 

Journalists from two Turkish 
mainland dailies and Turkey's 
broadcasting corporation were ush- 
ered into the house for a brief meet- 
ing but afterwards said only that 
they had promised Mr Nadir their 
conversation was "off the record". 
Later, Mre Nevzat peered, broadly 
smiling, around the half-open door 
and said her brother would be will- 
ing to speak to the press only “in a 
few day's time”. Mr Nadir’s return 
was the talk of north Cyprus and the 
focus of enormous interest among 


his neighbours. 

One shop-owner said one of Mr 
Nadir's workers had been airing the 
empty house for a few days and had 
called that morning to fetch shop- 
ping. “It looks as if they were going 
to have a celebration”, he com- 
mented. Cans of soft drinks, red and 
white wine, vodka and whisky were 
among the goodies stowed in the 
boot of a black Mercedes parked out- 
side the house. 

Villagers said they were shocked, 
surprised and happy to see Mr 
Nadir. “Asil Is a fox ... he has used 
his brain", said one elderly man. 

Unlike some other fugitives from 
criminal charges in Britain, Mr 
Nadir enjoys the advantage Is that 


he is now on home soil - reportedly 
with three houses on the island and 
the apparent tacit support of the 
local go ve rumen L if he intends to 
stay there permanently, as his Turk- 
ish Cypriot neighbours believed yes- 
terday, Mr Nadir's life seems likely 
to be luxurious, albeit somewhat 
downbeat. It will be nevertheless 
something of a comedown from the 
opulence he had been used to in 
London. Mr Nadir's home was in 
Belgravia, owned by the Grosveuor 
Estate, which had been seeking to 
evict him for some months. 

Mr Neil Cooper, his trustee in 
bankruptcy, said yesterday: "Mr 
Nadir lived in a certain opulent life- 
style as befits the chairman of a 


major public company." 

Even after bis bankruptcy, Mr 
Cooper said Mr Nadir had often been 
able to find money, explaining that 
his expenses were being paid by 
"various friends and associates pre- 
pared to support Mm". 

Mr Cooper's efforts to trace per- 
sonal assets - with which Mr Nadir 
did not always fully co-operate - 
give some insight into this lifestyle. 
He has tracked down one of three 
expensive oil paintings owned by Mr 
Nadir, called Sybil and estimated to 
be worth £250,000. 

Two others - Sisters, also worth 
£250.000, and La Nuit a Bruges 
worth about £400,000 - are still unac- 
counted for, “We speculate that they 


may have gone abroad," he said. 

Mr Cooper said there were also 
numerous antiques, valuable arte- 
facts, properties and investments 
overseas held by Mr Nadir which he 
had been unable to recover. 

He said there were about 20 trusts 
and companies in offshore centres 
including the Isle of Man and Liech- 
tenstein in which Mr Nadir had 
interests. "He more or less ignored 
the bankruptcy," Mr Cooper said. 
Letters sometimes went unanswered 
and information which had been 
requested was not provided. "His 
memory was obviously not what it 
used to be." 

So far Mr Cooper hag managed to 
realise less than £100,000 in assets.- 
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Klockner-Werke wins EC 
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By Andrew Hffl in Brussels and 
Artahe Genfflard In Bonn 

KLOCKNER-WERKE. the 

G®nnsii steel and m gi i igflpng 
group, yesterday won a 
reprieve from outright bank- 
ruptcy when the European 
Commission decided not to 
demand immediate full repay- 
ment of Its DMl75m ($ni£in) 
loan to the group. • 

But the company must still 
satisfy the commission that 
planned capacity cuts and 
restructuring will not distort 
overall EC plans to support the 
European steel industry. 

Kfockner said yesterday the 


way was now open for its debt 
relief scheme to go through. It 
said all main creditors had 
endorsed its debt rescheduling 
deal under which DMl.4bn of 
the groups's DM2.7bn net debt 
would be written off. “The last 
durale is removed," a spokes- 
man added- 

But a senior commission offi- 
cial said: “That is wrong. 
Today we said Tes. but* and 
we are waiting for the answer 
to our 'but’." 

In D uisburg, the local court 
yesterday gave a green light to 
the company’s plan by for- 
mally opening the “composi- 
tion" procedure. The proce- 


dure, a legal step which foils 
short of bankruptcy proceed- 
ings, allows Klockner to write 
off over 50 per cent of its debt 
once all creditors have 
accepted it 

Creditors are due to meet on 
June 7 to review the plan, the 
company said Kldckner's larg- 
est creditors are Deutsche 
‘ Bank, Dresdner Bank and 
Westdeutsche Landes bank, toe 
state bank for North-Rhine 
Westphalia. 

Brussels, which does not 
want to encourage debt write- 
offs at other ailing European 
steel manufacturers, is seeking 
rapid clarification of toe cuts 


reprieve 

involved in ElOckner's 
restructuring. Kl&ckner itself 
believes the commission will 
be satisfied with its plans to 
reduce crude steel production 
by 20 per cent this year with a 
blast furnace in Bremen set for 
closure. 

Further cuts are also 
planned for the lossmaking 
Edelstahl. KlOckner’s special 
steels division. The company is 
to be sold for a symbolic DM2 
to Mr JQrgen Grossmann, 
chairman of the subsidiary 
until February 15. DrQker, a 
Frankfurt-based consultancy 
company, will acquire 2S per 
cent of toe shares. 


Ascom blames lack of control for deficit 


By Ian Rodger in Ztaich 

ASCOM, the Swiss tele- 
communications equipment 
group, blamed inadequate 
internal controls for the 
belated discovery last month of 
SFrfilm ($41m) in extraordi- 
nary losses at its German sub- 
sidiaries. 

The discovery forced the 
group to announce last week 
that it would 'suffer a 1992 net 
loss of SFr46m and pass its div- 
idend rather than achieve the 
roughly SFi25m net profit fore- 
cast a few days earlier in a 
letter to shareholders. 

Mr Leonardo Vannotti, presi- 


dent, accepted the foil 
for the debacle, which has 
caused Ascom shares to lose 
about 14 per cent of their 
value. 

However, he said at the 
group’s annual press confer- 
ence yesterday that no member 
of group management would 
be resigning. 

The losses arose In the 
group’s cable television and 
mobile radio subsidiaries in 
Germany. Its cable franchises, 
purchased only three years 
ago, have required heavy 
investment in Infrastruc tu re, 
but so for have attracted few 
subscribers. The mobile radio 


business was left with large 
stocks at technologically out- 
dated products. 

In both cases, internal 
reporting procedures were 
inadequate and it was only 
after line managers were 
replaced in March that the 
need for large write-offs was 
discovered by external audi- 
tors. 

Mr Vannotti said group man- 
agement had been working 
hard on improving internal 
controls at Ascom but it was 
difficult to find toe right peo- 
ple for these positions. 

The group, the product of a 
1987 merger of three traditional 


protected suppliers to the 
Swiss PTT, had not needed 
strong controls in the past 

Both Mr Vannotti and the 
hoard believed that the group’s 
new strategy to expand in spe- 
cialised global niches was still 
the right one and they were 
confident that the recent 
reporting failure would not 
recur. It was also dear that 
group managers had not delib- 
erately misled investors. 

Therefore, there was no 
point in any of them resign- 
ing. 

Mr Vannotti said he expected 
the group to return to profit 
this year. 


SBC intervenes with 
late offer on BAT 


By Andrew Bolger 

SWISS Bank' Corporation has 
Intervened late ' In BAT’S 
enhanced scrip dividend 
scheme, offering shareholders 
a Mgher cash alternative than 
BZW. 

Unda BZWTs scheme, BAT 
shareholders were offered a. 
scrip dividend of 33.9p per 
share, sl 50 per cent premium 
to the cadi dividend of 22.6p 
announced on March ift - 

BZW said shareholders want- 
ing cash could take a cash 
alternative- to the enhanced 
scrip of 8SL2p, free of dealing 
costs - a 5 per cent discount to 
cover the joint broker’s risk in 
underwriting toe deal - 

Now SBC has said it will 


offer shareholders a cash alter- 
native of 3&22p per scrip share, 
free of dealing costs - a dis- 
count of only 2 per cent 

BAT said it was “strictly 
neutral”, adding its only con- 
cern would be if “confusion 
arose so late in the timetable." 

BAT shareholders must com- 
- mun i c a te a decision on tha 
scrip by Tuesday. Last night, 
about 38 per cent of toe group’s 
150,000 shareholders had made 
irrevocable elections. 

BZW claimed SBC’s late 
entry and limited method of 
advertising it — through an 
advertisement in today’s 
F inancial Times - suggested 
SBC was interested in “cream- 
ing off" institutional investors, 
a charge denied by SBC. 


Direct Line plans to 
seek banking licence 


By Richard Lapper and John 
dapper in London 

DIRECT LINE, the rapidly- 
growing UK telephone insur- 
ance company owned by the 
Royal Rank of Scotland, may 
apply for a foil hanking licence 
so that It can provide a broad 
range of finan cial services, 
inchnfing savings accounts. 

The plan was disclosed yes- 
terday as Direct Line reported 
a threefold increase in pre-tax 
profits to BSffl ($23 .5m) in the 
six months to March 31. It 
helped raise Royal Bank’s pre- 
tax profits to £91^m in the first 
half of Its financial year. 

Direct T.ine , which is poised 
to become the UK’s biggest 
motor Insurer, is also prepar- 


ing an assault on the home 
insurance market in the 

anfamin and hopes to launch a 

telephone-based loans opera- 
tion in September. 

The group is planning to sell 
mortgages, life insurance and 
deposit accounts. In order for 
Direct Line to offer savings 
accounts, the Bank cf England 
would have to grant the sub- 
sidiary a hanking licence. 

. Mr Peter Wood, Direct Line's 
chief executive, said the com- 
pany was in the process of 
developing financial products 
"that offer the Direct Line 
brand values”. He sa id that in 
the longer term, it could even 
diversity into travel agency. 
Royal Bank of Scotland, 
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French 
chemicals 
group may 
sell stake 

By Alice Rawsthom in Paris 

RHONE-POULENC, the French 
chemicals company, is con&d- 
erfng a public sale of its 35 per 
cent stake in Roussd-UCLAF, 
the pharmaceuticals group, on 
the stock market 

The sale of the Roussel 
stake, which would be worth 
FFrl.02bn ($l8$ra) on yester- 
day's share price of FFr548, is 
one of a number of options 
being considered by Rhftne in 
conjunction with Hoechst, the 
German chemicals gronp that 
controls Roussel with a 54L5 
per coat holding. 

Rhdne yesterday confirmed 
a French newspaper report 
that it was discussing the pos- 
sibility of a share sale with 
Hoechst However, it was also 
considering other forms of 
divestment, which were 
believed to include the trans- 
fer of assets and products. 

Meanwhile, Roussel 
announced that it planned to 
extend the mandate of its man- 
aging board chaired by Mr 
Edouard Swing until the of 
the year to stabilise the com- 
pany during the discussions 
over the future of the Rhdne 
stake. Mr Sakfa, 87, had been 
due to retire at the end of next 
month. 

Roussel is a specialised 
pharmaceuticals company best 
known for its controversial 
abortion pill. It saw net profits 
rise by 72 per cent to 
FFrl.03bn last year from 
FFrS98m in 1991 on consoli- 
dated sales of FFrl4Jttm- 

The fete of the Rhdne stake 
should be decided by the end 
of this year. Rhone which Is 43 
per cent owned by the French 
government, was given the 
shares by the state in 1990 as 
part of a general reshuffling of 
public sector chemical and 
pharmaceutical interests. 

Undo - the terms of tin gov- 
ernment’s agreement signed in 
June 1987, the Ronssel stake 
whs to be held for six years 
until June 1993 when its own- 
ership would be subject to 
renegotiation. 

Rhdne is subject to the same 
terms, but it has secured 
Hoechst's consent to extend 
the current agreement until 
the mid of the year. 


BAT pre-tax profits rise 
40% to £360m in first term 


By Andrew Botger in London 

BAT Industries, the UK-based 
tobacco and financial services 
group, increased pre-tax profits 
by 40 per cent in the first quar- 
ter, but gave warning that the 
recent US cigarette price war 
would have an impact on its 
business. 

BAT’S pre-tax profits rose to 
£360m ($554m) from in 

the three months to March 81, 
the period just before Philip 
Morris, the US tobacco group, 
slashed its prices. Strong insur- 
ance premium growth and 
recovery in financial services 
profits more than compensated 
for a slight downturn in 
tobacco. 

The weaker pound lifted the 
pre-tax profits figure by £4fim. 
Group sales grew by 18 per 


cent to £6.03bn during the 
quarter, and earnings per 
share were 56 per emit higher 
at 13.7p. 

Sir Patrick Sheehy, chair- 
man, said- "The price war is 
dearly set for a period of sig- 
nificant aggravation, but It 
remains to be seen how inten- 
sive and how persistent our 
competitors’ activity will actu- 
ally be." 

He added: "Shareholders 
should keep a sense of perspec- 
tive: US domestic tobacco 
profit accounted for about 20 
per cent of the group's total 
trading profit in 1992, down 
from about 30 per cent in 1991. 
This trend illustrates the 
reduced importance of the US 
domestic market to the group 
as a whole." 

BAT’S shares yesterday 


closed 24p lower at 850p. They 
have fallen by about 15 per 
cent since Philip Morris's price 
cut announcement at the 
beginning of April. 

The group said tobacco trad- 
ing profit of £220m was slightly 
below last year's strong first 
quarter, influenced by a num- 
ber of short-term factors, 
which cut volumes. 

Financial services increased 
trading profits from continuing 
operations by 48 per cent, to 
£169m. Farmers, the US insur- 
ance subsidiary, continued to 
progress and the recovery at 
Eagle Star contributed to a 
profit of £93m compared with 
£43m. In the life business, 
Allied Dunbar, Eagle Star and 
Fanners all recorded good pre- 
mium growth and profits were 
7 per cent higher at £76m. 


Stora sees little improvement 


By Christopher Brown-Humes 
ki Stockholm 

STORA, Europe’s leading pulp 
and paper group, yesterday 
reported a SKr78m ($ 10.5m) 
loss after financial items for 
the first quarter as it warned 
that market conditions were 
unlikely to improve signifi- 
cantly before 1994. 

The result compared with a 
SKr49m profit in the same 
1992 period, but represented a 
sharp improvement on the 
SKr926m deficit which the 
group recorded in the 


ffna? quarter of last year. 

The group expected average 
prices in local currencies to he 

lower in 1993 than in 1992, with 

volume growth held to below 1 
per cent by the economic 
downturn in Europe. 

It noted that prices for many 
of its main products appeared 
to have stopped falling , and 
said co6t-cutting measures and 
the weakening of the krona 
would have a positive impact 
on its result 

Mr Lars-Ake Helgesson, pres- 
ident, said: “We do not expect 
any substantial help from the 


market in 1993. But maybe 
there is the start of a change in 
the market which will benefit 
us in 1994.” 

The group said it saved 
SKr850m through rationalisa- 
tion, but this was largely offset 
by the impact of foiling prices, 
which cost SKr825m. 

Group sales rose to 
SKrl2.95bn from SKrl2.45bn. 
The group's biggest unit, Stora 
Feldmfihle, returned a SKr47m 
operating profit, after a 
SKrfSm loss in the first quar- 
ter of 1992, as sales rose to 
SKr3B6bn from SKr3-28bn. 


Royal Insurance to raise £404m 


By Richard Lapper in London 

ROYAL Insurance yesterday 
surprised the markets with a 
deeply discounted one-for-three 
£404m rights issue which 
shnnid enable it to take advan- 
tage of recent rises in insur- 
ance rates both in the UK and 
overseas. 

News that the group 
returned to the black in the 
first quarter, however, helped 
to ratal imAacA among inves- 
tors, with the share price fall- 
ing only 9p yesterday to dose 
at 307p, compared to the rights 
issue price of 255p. 


Pre-tax profits in the first 
quarter of 1993 amounted to 
£2m compared with a £48m loss 
during the same period last 
year. Royal lost £679m between 
1990 and 1992 

“We felt the time was right 
to fa»ka advantage of the mar- 
ket upturn,” said Mr Richard 
Gamble, chief executive. "We 
have trimmed back sufficiently 
and want to maintain the mar- 
ket share that we have. We are 
not looking to make any rapid 
expansion but the capital will 
support the whole base of our 
business." * 

The issue has been under- 


written by Lazard Brothers 
and Barings. Brokers to the 
issue are S.G. Warburg Securi- 
ties and Hoare Govett Corpo- 
rate Finance. The proceeds will 
be invested directly in Royal’s 
general insurance business, 
increasing its solvency by 11 
per cent to about 54 per cent 
Although several insurers 
have raised cash through sub- 
ordinated bond and debt 
issues. Royal is only the sec- 
ond composite insurer to ask 
Its shareholders for fresh capi- 
tal. Commercial Union raised 
£428m in February. 
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OPPORTUNITY 
THE HONG KONG 
STOCK MARKET FOR 
INTERNATIONAL FUND 
MANAGERS AND 
INSTITUTIONAL 
INVESTORS 

SMEX MSCI HONG KONO INDEX FUTURES SEMINAR 

A new opportunity arises with the launch of SIMEX MSCi Hong Kong Ireiex futures. Find outatthe seminar 
how this financial instrument Can enhance your trading and risk management activities. To register, kindly 
fax your name, position, company, address, telephone and fax no to SIMEX at (65) 5336162, 
(66) "5357282 or (65) 534141 5 (Attention : Ms Janita Wong) 

PROGR AMME 

- Date: ' 24 May 1993 T 

Place: Georgian Suite, 1st Floor 
. LeMeridfen 

21 Piccadilly 
' London WiV OBH 

TOPICS C OVERED IN THE SEMINAR 

CIMEX Mamet and Its Advantages • SIMEX MSCI Hong Kong Index Futures -CalculatiOTofMSCIHongKonglndex 
rr^oTLeutfon Criteria • Consdtuent Stocks and Industry Characteristics ■ Relative Performance and 
.Mi other Indices -Sources of Portfolio Risk and Return- Multi-factor Analysis Model • Characteristics 
, *’ e M 3 ''' 8 * w&h the Index • Risk-return Disaggregation • Tracking the Index with a 
1 SufeMUrf teConstituents • CharadenOOcs erf the Index and Its Impact on the Uses of the Futures Contract 


SIMEX SINGAPORE INTERNATIONAL MONETARY EXCHANGE LIMITED 

OUB Centre Singapore 0104 Tel (65) 535 7382 Tete* RS 38000 SINMEX F« (65) 535 7282. 


3.45 pm 

Registration 

4.00 pm 

Seminar Presentation 

6jD0pm 

Cocktail Reception 
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. £250,000,000 
Floating Rate Notes Due 1997 

la accordance with the 
provisions of the Notes, notice is 
hereby given that, far the six 
month period 4rh May, t993 
to 4th November, 1993, the Notes 
will bear inte r est at the rate 
of 62396 per cent, per annum. 
Coupon No. 6 will therefore be 
payable on 4th November, 1993, at 
£1,572.72 per coupon from 
Notts of £50,000 nominal and 
£314.54 per coupon from Notes 
of £10,000 nominal. 

S.G.Warburg & Co. Led. 

Agent Bonk 
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Dividend 1992 
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Basle (Switzerland), May 5, 1993 

At the General Meeting of the Company held on May 5, 
1993, it was resolved that a dividend for the trading year 
1992 be declared as follows: 

Grose dividend SFr. 14.- 

Less 35% Federal Withholding Tax SFr. 4^0 

Net dividend SFr. 9.10 

per share and participation certificate. 

Payment will be made with effect from May 6, 1993 
/ 

• in respect of Registered Shares by means of a 
Dividend Warrant sent to the address registered 
by the holders for this purpose; 

• in respect of Bearer Shares and Participation 
Certificates against surrender of Coupon No. 1. 

Dividends will be paid free of charges at the fallowing 
banks: 

• Credit Suisse, Zurich 

• Swiss Bank Corporation, Basle 

> Union Bank of Switzerland, Zurich 

■ Swiss Volksbank, Berne, or any 
Swiss branch of these banks 

■ Bank Sarasin & Co., Baste and Zurich 

■ Bank Ehinger & Co. Ltd., Basle, and 

• Messrs Lombard, Odier & Cie, Geneva. 

Ciba-Geigy Limited By order of the Board of Directors 
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All of these securities bavin# been sold, this announcement 
appear* as a matter of record only. 


$1,092,750,000 

Tenneco Inc. 

23,500,000 Shares 
Common Stock 


April 2K l«W3 


These securities were offered internationally and in the United States. 

International Offering 
3,500,000 Shares 

Credit Suisse First Boston Limited Lazard Brothers & Co., Limited 
Merrill Lynch international Limited Morgan Stanley international 


ABN AMRO Bank N.V. 
Commerzbank Aktiengesellschaft 
Deutsche Bank 

Aktiengesellschaft 

N M Rothschild & Sons Limited 
Smith New Court Securities Limited 
Swiss Bank Corporation 


Barclays de Zoete Wedd Limited 
Credit Lyonnais Securities 
Nomura International 


Soci6t£ Generate 
UBS Limited 


S.G. Warburg Securities 


United States Offering 
20,000,000 Shares 


The First Boston Corporation 
Merrill Lynch & Co. . 


Lazard Freres & Co. 
Morgan Stanley & Co. 

Incorporated 



Goldman, Sachs & Co. Kidder, Peabody & Co. J.P. Morgan Securities Inc. 

Incorporated 

Salomon Brothers Inc Smith Barney, Harris Upham & Co. 

Incorporated 

Bear, Stearns & Co. Inc. BT Securities Corporation Dillon, Read & Co. Inc. 
A.G. Edwards & Sons, Inc. Harris-Nesbitt Thomson Securities, Inc. 

Oppenheimer & Co., Inc. Prudential Securities Incorporated 

RBC Dominion Securities Corporation ScotiaMcLeod (USA) Inc. 

Wertheim Schroder & Co. Dean Witter Reynolds Inc. Wood Gundy Corp. 

Incorporated 

Robert W. Baird & Co. M.R. Beal & Company Sanford C. Bernstein & Co., Inc. 

Incorporated 

Gabelli & Company, Inc. Edward D. Jones & Co. C.J. Lawrence Inc. 

Mabon Securities Corp. Petrie Parkman & Co. Rauscber Pierce Refsnes, Inc. 


Canadian Pacific returns 
to profit in first quarter 


By Robert Gibbens 
in Montreal 

CANADIAN Pacific, the 
transport, resource and prop- 
erty group, returned to profit- 
ability in the first quarter with 
the help of special gains. 

But Mr William Stinson, 
chairman, told the annual 
meeting the results were "dis- 
appointing’', despite two years 
of radical restructuring of the 
company. 

"However, the improvement 
in our share price to around 
C$21 from a 52-week low of 
CS13V- reflects the group's 
future potential. I am very 
optimistic as we come out of 
the long recession," he said 

He added that CP was 
improving its competitive posi- 
tion in all subsidiaries. The 
company had a goad cash 
position, although consolid- 


ated debt was still too high- 

improving operating results 
through the year, increasing 
cash-flow and the impact of the 
sale of non-core assets would 
strengthen the balance sheet 
significantly. 

Final first-quarter profit was 
CS2L7m (US$17.lm). or 7 cents 
a sham, against a loss of 
C$39.7m, or 12 cents, a year 
earlier. 

Total revenues were CSl.Sbn. 
down from CS2.4bn, reflecting 
de-consolidation of interests in 
Uni tel, the telecommunications 
group, and in United Domin- 
ion. Its industrial products 
associate. 

Transportation, including 
the railway, contributed lower 
income, but 87 per cent owned 
Pan Canadian, the oil and gas 
arm, reported operating 
income double that of the 1992 
period 


Property and hotels gained 
slightly and forest products 
narrowed losses. 

On an operating basis, Cana- 
dian Pacific reported overall 
income of CS94.lm, against 
CS61.4m. 

Mr Stinson said lower coal, 
wheat, sulphur and car traffic 
more than offset gains in pot- 
ash. wood products and steel 
as well as inter-modal traffic. 

• George Weston, the Cana- 
dian foods group, said that 
while earnings from the last 
few quarters had been disap- 
pointing, it saw a substantial 
Improvement in sales and 
paming s for the remainder of 
1993, Reuter reports from 
Toronto. 

George Weston reported net 
earnings of C$11. lm, orC$Q.24 
per share, in the first quarter 
of 1993, compared with C$6. lm, 
or C$0.09. 


BSN adds to American interests 


By Alice Rawsthom in Paris 

BSN, the French food group, is 
expanding its North American 
interests by buying Aliments 
Delisle, a privately-owned 
Canadian dairy products com- 
pany. 

The deal, for an undisclosed 
sum, turns BSN into the larg- 
est player in the Canadian 
yoghurt market. Aliments 
Delisle, which made sales of 
FFr300 m ($56. 6m l last year. 


makes cheese, cream and 
yoghurt under the Silhouette 
and Delisle brand names. 

BSN, a force in the European 
food industry which last year 
played a pivotal part in the bit- 
ter takeover battle for Perrier 
mine ral water, is already pres- 
ent in the North American 
yoghurt market through the 
H anno n brand in the US and 
the Danone label in Mexico. 

Fresh food, including dairy 
products, was one of BSN's 


strongest areas of activity last 
year. The group saw overall 
net profits before exceptional 
items rise by 5.8 per cent from 
FFr3.44bn In 1991 to FFr3.64bn 
in 1992 on sales of FFr70^4bn. 
• Gdndrale des Eaux. the 
French utilities group, may 
expand in Portugal by invest- 
ing in the water, telecommuni- 
cations and transport indus- 
tries after privatisation, Mr 
Paul-Louls Girardot, chief exec- 
utive, said in Lisbon yesterday. 


SEC seeks comment on capital rules 


By Martin Dickson 

THE US Securities and 
Exchange Commission has 
voted to ask for public com- 
ment on whether it should 
broaden the capital require- 
ments for securities firms to 
include their exposure to deriv- 
ative securities. 

The move is the latest 
expression of concern by US 
and international regulators 
about the fast-growing, 

Gains expected 
at Clark Oil 

By Robert Gibbens 

HORS'HAM Corp said 
yesterday a strengthening US 
economy would improve mar- 
gins at its wholly-owned Clark 
Oil & Refining subsidiary this 
year. In addition, retail vol- 
umes were showing gains 
monthly. 

Horsham, a holding com- 
pany controlled by Canadian 
entrepreneur Mr Peter Monk, 
owns 20 per cent of American 
Barrick Resources. 

First-quarter net profit was 
USS6.8m. Including special 
items, or 8 cents a share, 
against 58.2m, or 9 cents, a 
year earlier. Revenues were 
$591m, against $502m last 
time. 

Clark Oil, a US refiner and 
marketer, suffered a small 
loss, while the contribution 
from American Barrick dou- i 
bled to 59m. ! 


extremely profitable and 
largely unregulated market for 
derivative instruments such as 
forwards and swaps. 

Only last week, the Basle 
Committee on Banking Super- 
vision proposed new minimum 
capital levels for banks 
which trade equities, 
debt, foreign exchange and 
derivatives. 

The SEC is at this stage only 
seeking comment on ways in 
which it could change its capi- 


tal rules to encompass deriva- 
tives, but any eventual 
action could have serious 
repercussions for the 
market. 

The SEC only gained the 
power to oversee the derivates 
business last year when, fol- 
lowing the 1990 collapse of 
securities house Drexei Bum- 
barn Lambert, it won the right 
examine the affiliates of securi- 
ties houses dealing in the 
instruments. 


Swiss watchmaker SMH 
to create new share class 


By Ian Rodger in Zurich 

SMH, the leading Swiss 
watchmaking group, said it 
would split its registered 
shares and convert its partici- 
pation certificates into a new 
class of bearer share. 

However, it would maintain 
restrictions on foreign owner- 
ship to ensure that the Swiss 
Identity of the group and its 
products - which include such 
famous brands as Swatch, 
Omega, Longines, T is sot and 
Rado - would be presawed. 

The group plans to split each 
SFrlOO registered share into 
five SFrlO registered shares 
plus one new SFr5Q bearer 
share. 

Each SFr20 registered share 
will be split Into two SFrlO 
registered shares. Each 
SFrlOO participation certificate 
will be converted into 


two . SFr50 bearer shares. 

The hew bearer and regis- 
tered shares would each have 
one vote per share. The pool of 
Swiss shareholders led by Mr 
Nicolas Hayek, which has 52 
per cent of the votes, will prob- 
ably see their voting power 
decline fractionally. 

Mr Hayek said the propor- 
tion of foreign ownership of 
the group was probably over 40 
per cent. But the by-laws pro- 
vide that foreigners as a group 
can vote only 30 per cent of the 
registered shares and, as indi- 
viduals, can only vote 3 per 
cent. 

• Motor-Cohnnbus, the electri- 
cal technology group con- 
trolled by. Union Bank of Swit- 
zerland. plunged into a loss of 
SFrl82m last year, compared 
with a profit of SFr65m in 1991, 
and the directors proposed 
passirg the dividend. 


BT talks on * 
share stake 
in EDS are 
called off 


By Martin Dickson 
b) New York 

BRITISH Telecom and 
Electronic Data Systems, 
America's largest computing 
services company, are under- 
stood to have called off discus- 
sions which could have meant 
BT buying a large, stake in 
EDS, a subsidiary of General. 
Motors. - $ 

The two companies declined 
to comment but they are 
believed to have been unable 
to agree on the financial terms 
of a deal, and particularly on 
the degree of control to be 
wielded by BT. 

The British company does 
not want to take stakes in 
businesses where it does not 
have control, while neither 
GM nor EDS appear to have 
been happy to yield much 
power to BT. 

The discussions are said 
to have included the 
possibility of BT purchasing 
a 25 per cent stake in 
GATs class E shares, which are 
linked to the profitability of 
EDS. Tins would have cost BT 
around $4bn at current market 
prices. 

However, the class E shares 
do not give the holder a stake 
in EDS’s assets, which remain 
100 per cent owned fay GM, 
and this appears to have beat 
a significant stumbling block 
to any deal. 

The termination of talks 
poses a substantia] strategic 
challenge for BT, which 
is anxious to expand its pres- 
ence in the North American 
telecoms market, the world’s 
largest, to support its drive to 
be a leading global business. 

It has a fledgling network 
management business, called 
Syncordia, based in Atlanta, £ 
Georgia, but a tie-up with EDS* 1 
would have given it much 
more clout in the US market 
and potential access to cus- 
tomers. 

EDS, for its part, could have 
bolstered its European pres- 
ence through a link with 
BT. 

The Dallas-based company, 
which operates in more than 
30 countries, sees Europe as a 
key area of growth over the 
coming decade. Some 25 per 
cent of its revenues currently 
come from international mar- 
kets. 

It is keen to strike up alli- 
ances with one or more Inter- 
national telecommunications 
groups to exploit the conver- 
gence of the computing and 
telecommunications sectors in 
a much larger information 
technology industry. 


Purcell responsible 
for GM strategy 

GENERAL Motors has named 
Mr Robert Purcell executive in 
charge of corporate strategy, 
responsible for development of 
the carmaker’s intergrated 1 
strategic plan, Reuter reports p 
from Detroit. i 

Mr Purcell, 40, will report to 
GM’s President Council, a 
group of five top executives 
responsible for decisions about 
products and planning. 
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FannieMae 


*800,000,000 
5.25% Debentures 

Dated May 1 0, 1 993 Due May 1 3. 1 998 

Interest payable on November 13, 1 993 and semiannually thereafter. 

Series SM-1 998-M Cusip No. 31 3586 7 U7 
Callable on or after May 1 3, 1 996 

Price 100% 


The debentures of May 13, 19M am redeemable on or after May 13, 1996. The debentta« are 
redeemable In whole or in part at the option of the Corporation at any jjme (and from lime to 
time) on or alter the Mtlal redemption twa a a redemption price of 100% of the principal 
amount redeemed, plus accrued Interest thereon to the data of redemption. 


The dabotturas are the otoflgaliona of the Federal National Mortgage Association, a corporation 
ofoanlzed and existing under the taws at the United States, and are Issued under the authority 
contained in Section 304(b) o! the Federal National Mortgage Assodatrai Charier Act (1 2 
U.S.C. 1716 et seq.). 


The debentures, looemer with any Interest thereon, are not guaranteed by the United States 
and do not constitute a rktaorabRgadon of the United States or ot any agency or instrunentality 
thereof other than Fannie Mae. 


Piestdent and Treasurer with the asststanca of a natonwideSeflhg Group of recognized 

dealers in securities. 

Debentures wit be available in Book-Gnuyltsm only. 

There wi be no definitive securities offered. 

Linda K. Knight 

Senior Wee President 
end Treasurer 

3900 Wriaxisn Avenue . N.W., Washington, D.C 20018 

T/m anMunommr appears m s msuar ot fMonl only This rntnouneemeot^ 
nataer oneifer to aaV nor a saneuetion ot an after to buy anjrn/lfwPefrwm*— ■ 



Mortgage Funding 
Corporation No.4 PLC 

(lnct.<rpor.ui.-d in England .ind 
Wales with limired liability under 
registered number 21 33-165 J 

Dual-Class 
Mortgage Backed 
Floating Rate Notes 
Due 2035 

Class A-l £100,000,000 
Class A-2 £100,000,000 

For the interest period 30th 
April. 1993 to 30th July. 1993 
the Class A-l notes will bear 
interest -it 6.5375% per an- 
num. Interest payable on 30th 
July, 1993 will amount to 
£766.05 per £47,000 note. 
The Class A-2 notes will bear 
interest of 6.7375% per an- 
num. Interest payable on 30th 
July. 1993 will amount ro 
£i,679. 76 per £100,000 now. 


Banker* Trust 

Company, London Ajreni flank 


THE 

BUSINESS 

SECTION 


appears every Tuesday & 
Saturday. 

To advertise please contact 
Kart Loynlon on 07 1-87J 47ftu 
or write 10 him at 
The Financial Times. 

One Southwark Bridge. London 
SEI 9HL. 



THE THAI-EURO FUND LIMITED 

LnierKHional Depositary Receipts issued by 
Morgan Guaranty Trust Company of New York 


Notice is hereby given that the Annual General Meeting of The Thai-Emu Fund Lindicd 
will be held in rhe board room ai Sarnia House. Le Thk±m. Si Peur Port. Guernsey on 
19 May 1993, tu 1 1 a-m. for ibe following purposes. 

To receive the final statements and die report of the directors and of the auditors 
for ill* year ended 31 December 1991 

To approve a dividend for (he year ended 31 December, 1992 
To re-appoint BDO Reads as die Judders; 

To aitboriie the directors, to fix die renumerarion of die auditors: and 
To re-appoint Mr AJS. Nicholson as a director 


Any 1 DR -holder wishing to vole sliould follow the procedure set out below: 

Instructions os 10 voting must be given 10 the Depository at the address given below 
(attention: Securities Department -telephone S 08 . 84.13 - telex 21752 MORBKB), in 
writing not later than 14 May. 1993 and will not be valid unless there is delivered to the 
office of the Depositary or to any of die Agents at their addresses respectively specified 
below el titer (!) the 1DR in respect of the Shares for wliich such inmuctkms ate given or 
(if) a confirmation of the Agent Euro cJ ear or Cede! 10 dw effect that such IOR tea been 
deposited with ii and is 10 be behJ in a blocked account to its order unUl after U 10 
meeting or any adjournment thereof. IDR-holders roust indicate to the Depositary or 10 
the Agent to whom the IDRs should be returned after the meeting or any adjournment 
thereof, 

IDRs deposited as described above will am be relaxed until the conclusion of the above 
mentioned meeting or any adjournment thereof. 

DEPOSITARY 

Mui-gan Guaranty Trust Company of New York. Brussels 
35 Avenue des Aru. 1040 Brussels. 


60, Victoria Emtiankmenr 
London EC4YQJP 


AGENTS 

Matnzer Land»r»« Sloctarslrassi: 38 

6000 Frankfurt-ant-Main Zurich 8023 


GREEK EXPORTS S.A. 
CORRECTION TO ANNOUNCEMENT 
REGARDING PUBLIC TENDERS FOR THE 
HIGHES T BID FOR THE FORMER COMPANIES 
OF THE PIRAIKI-PATRAIKI GROUP 

In (he announcement published on 4th and 5th May in (he 
Financial Times concerning a public tender for the sale of (he 
assets, as a whole, of the company under liquidation named 
PIRAIKI-PATRAIKI SAMOS SPINNING MILL S.A.. 
registered in Samos, the area of (he plot of land in the Varella area 
of fix.* Community of Vaihea was erroneously indicated as being 
of 184,474 nr. The correct area is 1 18,474 nr. 


GROUPE BRUXELLES LAMBERT 8JUN.V, 

»cWM anonyna / rtaamloze vennootschap 
Hoad Office : 24 avanno Rftmix - 1050 Bnuftolt 
Brussels Trade Register 246108 

Noticu is hereby given that the Ordinary General Meeting or Shareholders will be 
held on Tuesday, 25 Hey 1993 at G pm at the head oITlce. where the following 
agenda will be considered; 

1. Report of the Directors for the financial year 1992. 

2. Report of the Auditors for the financial year 1992. 

3. Annual accounts ns at 31 December 1992. The Board will oak the Meeting to 
approve the nccouma, including the appropriation of the result 

4. Discharge of the Directors. The Board will oak the Meeting to discharge the 
Directors. 

*■ Auditor*. The Board will ask the Meeting to discharge the 

6 . Resignation of a Director - Appointments; The Board will ask the Assembly to 
re-elect four Directors whose term of office is due to expire and to efoci time 
mew Director*. 

?. Sundry items. 

Shareholders who wish to ntlend this Meeting must, according to article 25 or the 
oracles of association, deposit their shares no Inter than on Wednesday, 19 May 
1893! 


In Belgium: 


In France: 


Head Office 

Bnnqoe Bruxelles Lambert 
Bnnqua Paribas Belgique 
Gdndrale de Bnnque 
Krodietbank 
Cniase Privde Banqna 
Bnnque Ippn 

Bonque Bruxelles Lambert France 
Bnnque Paribas 


In the Grand Duchy of Luxembourg; Bnnque Internationale & Luxembourg 
Basque Paribas f Luxembourg) 

Crddit Europden 

In The Nethoriands: ABN-AMRO Bank 


In Switzerland: 


Bnnque Bruxelles Lambert (Suisse ) 


i h P r r .*^ 0UKj Bt ** according- » *• 

SJSJfSSS ^ “ ° r ,n .. erticl * a “weindnn. Tb thb end, tbtf 

must deposit n proxy no inter than on IS May 1993 . 

The Board of Director* 
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CLASS 

L’K Growth flMdend pfnftnrr 

Pacific Growth £ 0 Hi 2 

LTC liv«| Inicrqi - U- lln 37 

Mulucurraicy liurul £ o.iuft 

UK Sterling 1 jquiuiiv ^ ®29 

L'K Dollar I j^umuy . f l * ,U ^ 

P.egiuunaJ Shareholder! at ih.- -1 

p-iymi-rus 111 £ nr L S S u. ILaiu ‘ *** <llles * 31 March 1 993 wd! reucivu 1 ! 
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— ^tebna ti onal companies and finance 

ITT to sell consumer loan portfolio 

8u Udrlin nUL 


By Martin Dickson 
in New York 

ITT,, the US conglomerate 
yesterday speeded up the re^ 
orientation of its troubled Con- 
s' 1 ? 1 ^ Financial Corporation 
subsidiary by .announcing 
plans to sell a poorly-perform- 
ing loan portfolio. It intends 
selling its domestic unsecured 
consumer small loan portfolio 
to an investment group. 

The investment group is led 
.,by an affiliate of Goldman, 
Sachs, the New York invest- 
ment bank, and includes ITT, 

Safeway in 
$1.7m loss 
for quarter 

By Nikki Tait in New York 

SAFEWAY, one of the largest j 
US food retailers with more 
• than 1,100 stores in the US and 
Canada, yesterday reported a 
$1.7m loss after tax in the 
three months to March 27, 
compared with a $22. 9m sur- 
plus, . before extraord inar y 
items, in - the same period of 
1992. 

Sales during the period 
edged ahead from $3.39bn to 
S3.4bn. 

Operating profits fell from 
$1 02.4m to $42J3m, while inter- 
est expenses decreased from 
$70.3m to $63.2 m. Safeway was 
subject to a $4J2bn leveraged 
. buy-out in 1986, and remains 
fairly heavily indebted. 

- The California-based com- 
pany blamed the loss on its 
problems in Alberta. Low-cost 
competitors have undermined 
SafewayY position there, and 
■ the US company has negoti- 
ated a new contract with local 
employees which rolls back 
wages and provides a volun- 
tary buyout programme. 

Safeway said yesterday that 
the nnmber of employees 
accepting the buy-out by April 
30 “far exceeded expecta- 
tions". 

However, the first Quarter 
figures included a $27.5m 
charge, after tax, to cover the 
buyout programme. Hie com- 
pany also cut prices sharply. In 
Alberta r : a move which 
boosted .first-quarter sales but 
hit operating margins. 


with a 15 per cent equity hold- 
ing, and Household Interna- 
tional, the credit servicing 
company, with a 25 per cent 
stake. Household will service 
the loan portfolio. 

The portfolio had an end- 
JJbruary face value of S2.lSbn. 
“ 1> which expects to report a 
small gain on the sale in the 
second quarter, will receive 
around $1.7bn in cash, delud- 
ing $4Q0m of loan payment col- 
lections between the end of 
February and the June l com- 
pletion of the deal 

The deal follows ITT’s 


announcement last January 
that it was changing the focus 
of the consumer finance busi- 
ness. away from the domestic 
unsecured area, which has 
been hit by the growing popu- 
larity of credit cards and the 
increasing willingness of 
Americans to file for personal 
bankruptcy. 

The unit plans to focus on 
secured lending, particularly in 
the mortgage field. 

At the time of the January 
announcement, ITT established 
reserves of $796m to cover 
loss® from the run-off of the 


MCI wins $80m J.P. Morgan deal 


| By Martin Dickson 

MCI Communications, the 
second-largest US long-distance 
telecommunications group, has 
beaten AT&T, of the US, and 
BT, of the UK, to win an $80m 
five-year contract to operate 
one of the global communica- 
tions networks of J.P. Morgan, 
the New York banking group. 

■ The deal with one of the 
world's most blue-chip hanlring 
groups is a significant coup for 
MCI, which, like other leading 
teleco mmun ications groups, is 


keen to build a presence in the 
expanding global “outsourc- 
ing” market - the trend for 
multinational companies to 
contract their global communi- 
cations needs to an industry 
expert 

MCI will team up with Info- 
net Services, which is jointly 
owned by some of the world's 
leading telecommunications 
companies. MCI will provide 
integrated voice and data net- 
work services to more than 20 
Morgan centres in North 
America. Europe, Asia and 


Intel shares rise sharply 
on IBM link-up reports 


By Louise Kehoe 
in San Francisco 

INTEL shares have risen 
sharply this week amid reports 
that the semiconductor manu- 
facturer was in talks with 
■ International Business 
Machines about a possible 
manufacturing aTiiaiyw 

Intel, the leading manufac- 
turer of microprocessor chips 
used in personal computers, is 
Unable tO fulfil Strong demand 
far its latest products. IBM, in 
contrast has excess production 
capacity. 

Wall Street analysts 
speculated that the companies 
might come to an arrangement 
thin would solve both of their 
problems. IBM is Intel’s largest 
customer, and a long-time 
ally. 

IBM already manufacturers, 
under licence,. Intel-designed. 


EDUCATIONAL 


microprocessors. However, the 
current terms of that licensing 
arrangement limi t IBM’s pro- 
duction to chips for use in its 
own products, or for sale in 
“sub-systems”, such as com- 
puter circuit boards. 

One -possibility is that the 
licensing arrangement could be 
modified to enable IBM to man- 
ufacture microprocessors for 
sale to third parties. 

Analysts also suggested, 
however, that Intel might 
acquire a share of IBM's semi- 
conductor production facility 
in East Fishkill, New York. 

A spokesman for Intel said 
the company had frequent dis- 
cussions with IBM, but would 
not disclose the nature of those 
talks. IBM also declined com- 
ment. 

Intel's stock gained $4% on 
Tuesday and was op 5% yester- 
day in, early trade to $ 102 %. 



ThB most Complete set of test preparation tools in the world 
including: expert teachers, diagnostic testing. The Training Library, home 
study books, actual released GMATs, practice tests, the GMAT Test Run, 
extra help sessions, guaranteed score satisfaction. It’s called Total 
Training. Only at Kaplan. 

Classes start May 12 for the June CMAT. 

Call tor information on classes for the October GMAT. 

Telephone: 071-487-7641 

KAPLAN 

World leader in lest preparation for the 55th year in a row. 


MID GLAMORGAN 

The FT proposes lo publish this 
Survey on 

MAY 24TH 1993. 

It will he pubisfieii from ’our prffll 
centres in Tokyo. New York. 
Frankfurt. Roubeixand London. Ii 
will he seen hy senior businessmen 
and government officlrlsm 160 

cuunuift> wot W-whIc. 

It will at*) be of particular interest to 
the 130.000 Directors and Manas** 
in the U.K. who read ihe weekday 
FT.' 

If you wivb to reach this important 
audience «ilh your services, expertise 
or produce, whilst maitliainins a 
profile in connection with MID 
'GLAMORGAN and wWi to receive a 
copy of the editorial synopsis and 
advertising Tates, call Clive Radford 
On 0272 292565 or Fit 0272 225974 

' FINANCIAL TIMES 

Meretauws House. Wappuig Road 
Bristol BSI 4RU ' 

Data Scarce - BMRC Biaiaawnan 
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PETROLEO BRASILBRO SA. - PETROBRAS 
INTERNATIONAL COMPETITIVE BIDDING 

CHANGE NOTICE OF BIDDING NOTICE 
No 849-003/92 

SCOPE: Purchase of centrifugal pumps 
for the construction, in Brazil, of the 
Parand-Santa Catarina and Reconcavo- 
South of Bahia Pipelines. 

CHANGE IN THE DEADLINE FOR 
SUBMISSION OF BIDS: 

PETROBRAS informs that the deadline 
for submission of Bids has been 
postponed to May 31, 1993 and that the 
address, time and procedures 
established in the Bidding documents will 
remain unaltered. 


Latin America. 

The deal is a blow to BTs 
fledgling Syncordfa unit, based 
in Atlanta, Georgia, which was 
set up to capitalise on multina- 
tional outsourcing, but has 
found it hard to gather rapid 
momentum. 

Both BT and AT&T, the lead- 
ing US long-distance company, 
were awarded contracts with 
Jf. Morgan last year covering 
other aspects of global commu- 
nications, but these were 
far smaller than the MCI con- 
tract 

Marion Merreli 
Dow plans cuts 

MARION Merreli Dow, the US 
pharmaceuticals company 70 
per cent owned by Dow Chemi- 
cal, plans to cut US staffing 
levels and reduce costs, writes 
Our New York Staff. 

The company, which last 
month reported sharply lower 
sales and earnings for the first 
quarter of 1993. also plans to 
accelerate projects it believes 
will help sales in the near 
term. 

Mr Fred Lyons, president 
and chief executive officer, 
said the company was facing 
very tough business condi- 
tions. 

“While our vision remains 
focused on long-term growth, 
we clearly need to realign our 
organisation to reflect current 
business conditions, he said. 

“With sales and earnings for 
1993 running well below 1992 
levels, we cannot take a ‘busi- 
ness-as- usual’ approach.” 


LEGAL NOTICES 


WUVE A LfJSCKIUMjmi - 
(JOINT ADMINISTRATIVE 
REGSVEBS APPOINTED! . 
REGISTERED IN ENGLAND • 

COMPANY NUMBER 1855310 . 

NOTICE IS HEREBY GIVEN, punuu to 
Seam 48(3) of ihe (axrfvcocy A a 1980. Uni i 
m eeting of fte nm rCB fot crctfeiorv of Om above 
naed compan y voO be hefal at -G Temple Ro». 
Birauagbam on Mooiiay >7 May l9V3ai2J0pm 
£or ibe pmpae of bavtag ba) befoee il a sepy o( 
i be report prepared by lie ldmiolttra live 
reeeiven tm*r Scciaas 48 of the laid Ad- The 
meeting may. |( it thinks tit. establish a 
comma to excfcfcr me fahOMM conferred an 
onSmf committees by or under the AeL 
Cmdimn »boer dams are u,hoJIy lecnimj are 
noi cauiled id Blind or be represented u ihe 
meeting. Other eredOoiS are only entitled to vuie 
if 

|al they have delivered u in al 43 Temple Ruw. 
Birmingham B2 SJT. no la*rr than noon on 14 
May 1993c written details od the debts ibey claim 
id be due id ihem (tool the company, and (he 
claim has been duly admitted under ihe 
provisions of Role 3.11 of the ImM u ncy Roles 
IWfcaod 

(b) there has been lodged with as any proxy 
urfcach the creditor inteadk as be med on his or 
her behalf. 

Please nose that the original prosy signed by or 
on behalf o( the credUon mast be lodged at the 
address mention e d : photocopies dncimtmg Fated 
codes l are net ac c c cob ic. 

Signed Mm P Powell and lao N Omnhen 
Join Aihnamirr Rcceiveis 
Dale: 30 April 1993 


All Advertisement bookings are 
accepted subject lo our atireot 
Terms and Conditions, copies of 
which are available by writing to 
The Advertisement 
Production Director 
The Financial Times, 

Oae Southwark Bridge 
London SE1 9HL 
Tet 071 $73 3223 
Rue 071 873 3064 


Trading U.K. Stocks? 
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unsecured portfolio and office 
closures. 

The portfolio was written 
down to 65 cents on the dollar, 
but yesterday’s agreement puts 
a price on It of just over 79 
cents. 

Mr Rand Araskog, ITT’s 
chairman, said the transaction 
"maximises the shareholder 
value of the loan portfolio 
through sale rather than liqui- 
dation." Shares in ITT rose on 
the New York Stock Exchange 
following the announcement of 
the deal to stand at $82 'A, up 
$ 1 %. before the close. 
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NOTICE 

- , to the holders of outstanding . 
U.S. $30,000,000 

l l A per cent. Convertible Bonds Due 2002 
of 



Goldstar Co., Ltd. 

(the “Bonds” and the “Company" respectively) 

NOTICE IS HEREBY GIVEN to rlie holder, «.f the B omh that the 
Company hai issued to the hnidets <>t its ci>minor» stock and nt its 
preferred stock and to cmplovecs, riuhts to ^ihscribc fur up to 5.7 
million shares of common stuck of the Company. 

Such rights will be issued pursuant ro the Company’s Board of 
Directors’ resolutions passed on ’^th Jninwry and I2rh April, 1^ J. A 
further Notice will be given to che holders of the Bonds of any resulting 
adjustment ro the Conversion Price in relation to rhe Bonds. 

6rh May. 1993 Goldstar Co^ Led. 



RUSSIA 


The FT proposes w publish this survey on 
May 27 19*3 

It will be seen by leading international 
businessmen in IbO countries worldwide 
If you would like lo promote your organisation's 
involvement to this important utuiience please 
contact 

Patricia SumiJge' 
iif Lnodon 
Tel: 071-873 3426 
Fax: 071-873 . 

or 

Nina Golovyatcnko 
in Moscow 
Tet (095i 243 19 57 
Fax: (095) 251 24 57 
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' CORK KCTION NOTICK ' 

COMPAGN1E FINANCIEUE 
DE CREDIT INDUSTRIEL ET 
COMMERCIAL 

i:.SD 2 ao. 000 .nnn 
FlualinK rate n ules due 1*147 


Suiax r» hereby pun Uiji ualni) l»lbr Jviu-.'l April Irik lire iirtuulm, InWils 
ii M«, I7ih. 1 443 will ni< he NtkcWiaJ 

Hie mli-tL-sl fsyahlc fur ihe N'-aietiilwf Kali. J9iC IuMjx l?ih. 1493 jpjino 
Civpn S' lh u RipM uf l 50 tlliXil tsrniaat nl Ihe »<ie> i» Jlhr I SD l 327ajR. 
iro. ipal i^ymg.Vsm 

CHI 1)11 l.slXS I Rl 1:1- 13 Al i AC1« hi l» lilKKAlM; 

Jill. CranJ-Mur / 
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Leveraged 

Capiml 

Holdings 


Weekly net nsset 
value 

on 03.05.93 
USS 57.07 

Listed i4) the 
Amstenkun 
Srock Exchange 


Irvfvmariun: 

McesPiervm Cipiral Management 

. JUun 55. 1012 KK Anwmtw- 
TeL t 31-20-521 1410. 


.VLLlANCE-r LEICESTER 
Affiance & Letcenw BaMog Socirty 
£150,000,000 

Floating Rate Notes due 1996 

For chc rftrec immdb 5t?rh 
April. 1991 to 30th July. 1991 
the Nmct will c.uiy an interest 
rare of pet annum with 
an interest amount of £77-91 
pet £5,000 and £1,558.22 per 
£100.000 Bond, payable on 10th 
July. 1903. . 

ineim rfw luxahwibid Estlunsr. 


NOTICE OF ADJOURNED MEETING 
NOTICE 

to the holders of outstanding 
FF 495,000,000 5% Equity Notes Due 2003 of 

Yves Saint Laurent S.A. 

Principal payable in ordinary shares of 

Yves Saint Laurent Groupe 

Notice is hereby given to the holders (che ~NocehcMers~ ) of the outstanding 
FF 4950OO.OOO 5% Equity Notes Due 2003 (the "Notes’) of Yves Saint Laurent 
S -A. (the "Issuer’) the principal of which is repayable in certain circumstances in 
ordinary shares of Wes Saint Laurent Groupe ("YSL") and which are 
constituted by the Trust Deed referred to below that the Meeting of Noteholders 
convened for 29 April 1993 by the notice dated 7 April 1993 published in the 
Financial Times and the Luxemburger Wort wss adjourned far lack of a quorum 
and that an adjourned Meeting of Noteholders will be held at the offices of Wes 
Saint Laurent at 7 avenue George V, 75008 Paris on 14 May 1993 at 3.00 p.m. 
(Paris time) far the purposes of considering and, if thought fit passing the 
fallowing Extraordinary Resolution: 

Extraordinary Resolution 

"That this Meeting of the holders of the outstanding FF 495,000,000 5% Equity 
Notes Due 2003 (the "Notes") of Yvbs Saint Laurent SA (the " Issuer’) the 
principal of which is repayable in certain drtximstances in ordinary shares of 
Wes Saint Laurent Groupe ("YSL") and which are constituted by the Trust Deed 
dated 20 November 1987 as amended by a supplemental trust deed dated 

14 November 1988 made between the Issuer and The Lew Debenture Trust 
Corporation pi x. (the "Trustee") as trustee for the holders of the Notes (ihe 
"Noteholders") and by a second supplemental trust deed dated 30 June 1989 
made between the Issuer, the Trustee and YSL (together the "Trust Dead") 
hereby:- 

(1) approves (on the terms and subject to the Conditions contained in the 
Explanatory Memorandum dated 7 April 1993 (the "Explanatory Memor- 
andum"), a copy of which has been signed for Identification by the 
Chairman of the Meeting) the fusion of YSL (together with Bertys 
Invastissemants and Yves Saint Laurent Management) with Elf Sanofi; 

(2) assents (subject to the conditions contained in the Explanatory Memor- 
andum) to the modification of the Terms and Conditions of the Notes as 
printed on the reverse of them and in Schedule 1 to the Trust Deed and to 
the provisions of the Trust Deed, In each case as set out in the draft Third 
Supplemental Trust Deed produced to this Meeting (a copy of which has 
been signed for identification by the Chairman of the Meeting): 

(3) sanctions every abrogation, modification, compromise or arrangement in 
respect of the rights of the Noteholders and the holders of the coupons 
relating to the Notes against the Issuer and YSL Involved in or result ng from 
the modifications referred to in paragraph 2 of this Resolution; and 

(4) authorises and directs the Trustee to concur in the modifications referred to 
In paragraph 2 of this Resolution end, in order to give effect to them, 
forthwith io execute a Third Supplemental Trust Deed in the form of the said 
draft produced to this Meeting with such amendments (if any) as the 
Trustee shall require." 

The attention of Noteholders is particularly drawn to the quorum 
requirements set out In "Voting and Quorum" below. 

Copies of the current Trust Deed (Inducting the current Terms and Conditions 
of the Notes), the Explanatory Memorandum and a draft of the Third 
Supplemental Trust Deed referred to above are available for inspection ai the 
offices of the Paying Agents specified below. 

In accordance with its normal practice, the Trustee expresses no opinion on the 
merits of the proposed resolutions and modifications but has authorised It to be 
stated that It has no objection to the Extraordinary Resolution being submitted 
to the Noteholders for their consideration. 

Voting and Quorum 

1. The quorum required at the Meeting is two or more persons present in 
person holding Notes or voting certificates or being proxies and holding or 
representing in the aggregate not less than one-third in principal amount of the 
Notes for the time being outstanding (as defined in the Trust Deed). 

2. To be passed, the Extraordinary Resolution requires a majority in favour 
consisting of not less than thre^q carters of the votes cast. If passed, the 
Extraordinary Resolution will be binding on all the Noteholders, whether or not 
present at such Meeting, and upon all the holdere of the coupons appertaining 
to the Notes. 

3. The method of voting or giving voting instructions Is contained in the Notice 
of 7 April 1983 referred to above. 

In accordance with the provisions of the Treat Deed, the form of this notice has 
been approved by the Trestea 
Yves Saint Laurent S A 

Was Saint Laurent Groupe 6 May 1993 

PaylngAgents 

Bankets Trust Company, 1 Appold Street. Broadgate, London EC2A 2HE. 
Banque Internationale A Luxembourg SA, 2 Boulevard Royal, 

L-2953 Luxembourg. 

CTOdit Suisse, Peredeplatz 8, CH-8021 Zurich. 

The Issuer is a soc&6 anonyme incorporated under French law on 

15 September 1961, expiring, unless extended, on 15 September 2060. 

Registered Office: 5, avenue Marceau, 75116 Paris 
Share Capital: FF 909,442^00 RCS number: Paris B 322 579 301 

YSL is a soeftti en commandite par actions incorporated under French law on 
23 July^ 1982 as a soaM anonyme. expiring, unless extended, on 23 July 2081. 
Registered Office: 5. avenue Marceau, 75116 Rads 
Share Capital: FF 390/407,000 RCS number: Paris B 324 919 059 

This notice, for which the Issuer and YSL are responsible, has been approved by 
Wssseretein Peralta 8t Co. Limited, a member of The Securities arid Futures 
Authority, solely forthe purposes of section 57 of the Financial Services Act 1988 
of the United Kingdom. 











FINANCIAL TIMES THURSDAY MAY 6 1993 



NOTICE OF REDEMPTION 

FBG (U.K.) PLC 

(the «lssuer»} 

i £:Jets ill k iPlCi 

USS 75,000,000 

5% Subordinated Convertible Bonds due 1997 
(the«Bonds») 

'J s ■, cn 3 ;mbcjiina:cd bass by. 

‘■•on-ce'ej-.jr h? subcvfaauKl corves.™ i» <fe 
'■-•C 'CGnvQt£«n BOndS-4 

•Sided are :;r jctsct' sgh;s inie Orduvary Shares of 

Foster's Brewing Group Limited 

rfr-iwV &den Lqr.it&i> 

Naiicc >s hereby gr/ert tc ihe haiders ol the Bends (the ''Bondhold- 
ers-! that, pursuant io Condition 3 fa) of the Bonds, the Issuer will 
on June 13. 1 993 (me "Redemption Date «} redeem ail c-f the Bonds 
and the Converter- Bonds then outstanding and not previously con- 
verted into Ordinary Shares. 

Tne redemption price lintiuding accrued interest from March 5. 1993 
to the Redemption Date) z* each USS 1.000 Bond and Conversion 
Bond will be USS 1.014.32 

As provided in the Terms and Conditions of ihe Bonds Hhe «Condi- 
tionsi'i. any Bonaholser v/ira ’/ashes ;o exercise his right to convert 
must complete, s-gn and todoe. together wuh the Bond. Conversion 
Bond ai d all ur.inatu.-ed Coupons, a Nonce of Conversion with either 
ihe Princioal Paying ard Conversion Agent or any ol the Paying and 
Coni.’ersicn ~nenis. as set cut boiow. at any time up to the close of 
tus-ness on June \ 0 i SS3 when the conversion nghs wiE terminate. 
Or. redemption, payments o: pr.-ncipal and accrued interest will be 
made, m accordance with the Conditions of me Bonds, agamst sur- 
render of the Bonds ard Coupons at the specified office of any ol 
the Paying Agents listed below. Each Bond should be presented f or 
redemption regether -.vun all unmatured Coupons appertaining there- 
io. railmg /.h«h the amount of am/ such missing unmatured Coupons 
wiil he deducted from ;i -,e sum due for payment on the Redemption 
Date. Each amount of pnnopai so deducted will be paid in the man- 
ner mentioned above agacst surrender ol the relative rnrssmg Coupon 
at any time nor later than fate '/ears after the due date for the payment 
of such Coupon 

As at Apnl 23. 1993. 'JSS 310.000 principal amount ol Bonds was 
r r-.o-.rn to be outstanding 

The attention of Bondndcers is drawn to the Conditions which contain 
further details regarding conversion, redemption and payments. 

Principal Paying and Conversion Agent 

Kredieita* S.A. Luxembourgeoise 
43 boulevard Royal 

L-2955 Luxembourg 
Paying and Conversion Agents 


Kredietbank N.V. 

125 West 55th Street 
New Vert. H.T 10019 
United States of America 
{for payment of principal onM 

G6dit Smssa 
Paradeplatz 8 
CH-302i Zurich 

Luxembourg. May 8. 1 993 


Kredietbank N.V. 

7th Floor. Exchange House 
Primrose Street 
London EC2A 2HO 
United Kingdom 

Kredietbank N.V. 
Aranbergstreat 7 
B - 1 0OP Brussels 


NOTICE OF REDEMPTION 

FBG (U.K.) PLC 

(the «lssuer») 

Ifcirr-ertv Etdeis HI HI FLCl 

£85.000,000 

7% Subordinated Convertible Bonds due 1997 
(the «Bonds») 

Uncontfuanalty guaranteed on a subordruted basis by. 

•with non teachable subwdnated conversion bonds 
(the -Conversion Bonds-) 

issued by. and with conversion rights into Ordinary Shares of 

roster's Brewing Group Limited 

(formerly flfctos ftYU Lmutedl 


Notice is hereby given to the holders of the Bonds (the « Bondhold- 
ers") that, pursuant to Condition 6 lb) of the Bonds, the Issuer will 
on June 1 8. 1993 (the « Redemption Date») redeem all of the Bareds 
and the Conversion Bonds then outstanding and not previously con- 
verted into Ordinary Shares. 

The redemption price (including accrued interest from March 5. 1993 
to the Redemption Date) of each £ 1 .000 Bond and Conversion Bond 
will be E 1.020.04. 

As provided in the Terms and Conditions of ihe Bonds (the "Condi- 
tions »). any Bondholder who wishes to exercise his right to convert 
must complete, sign and lodge, together with the Bond. Conversion 
Bond and ail unmatured Coupons, a Notice of Conversion with either 
the Principal Paying and Conversion Agent or any of the Paying and 
Conversion Agents, as set out below, at any time up to the dose of 
business on June 1 0. 1 993 when the conversion rights will terminate. 

On redemption, payments of principal and accrued interest will be 
made, in accordance with the Conditions of the Bonds, against sur- 
render of the Bonds and Coupons at the specified office of any of 
the Paying Agents listed below. Each Bond should be presented for 
redemption together with all unmatured Coupons appertaining there- 
to. failing which the amount of any such missing un matured Coupons 
wrfl be deducted from the sum due for payment on the Redemption 
Dale. Each amount of principal so deducted will be paid in the man- 
ner mentioned above against surrender of the relative missing Coupon 
at any time not later than five years after the due da» far the payment 
of such Coupon. 

As at AprS 23, 1993, E 1,269.000 principal amount of Bonds was known 
to be outstanding. 

The attention of Bortc&iokters is drawn to the Conditions which contain 
further details regarding conversion, redemption and payments. 

Principal Paying and Conversion Agent 

Kredietbank SA Luxembourgeosse 
43 boulevard Royal 
L-2955 Luxembourg 

Paying and Conversion Agents 

Kredietbank N.V Kredietbank N.V. Credit Suisse 

Aranbergstreat 7 7th Floor. Exchange House Paradeplatz 8 
B- 1000 Brussels Primrose Street CH -8021 Zurich 

London EC2A2HO 
United Kingdom 

Luxembourg, May 6. 1993 


INTERNATIONAL COMPANIES AND FINANCE 


KeyCorp laughs all the way to the bank 

Martin Dickson reports on the ‘bar-bell’ expansion which defied conventional wisdom 


C RAZY, that was the 
verdict Wall Street 
delivered in the mid- 
1980s on Mr Victor Riley, chief 
executive of KeyCorp, then a 
modest-sized bank in up-state 
New York, when he began 
snapping up banks in Alaska, 
Oregon and Washington. 

The deals defied conven- 
tional wisdom that us hanfrs 
should acquire others in their 
own or neighbouring regions. 

The pundits said KeyCorp 
would find it very hard to man- 
age a business with two 
entirely separate clusters of 
operation in the extreme 
north-east or the US and the 
extreme north-west. 

Bight years on, however. It is 
Mr Riley who is laughing. So. 
too, may be KeyCorp’s long- 
time British institutional 
investors who, he says, sup- 
ported his bold move into the 
Pacific north-west “when Wall 
Street was calling us lunatic. 

“Many of the Scottish folks 
told us: ‘Right on, you’re doing 
the right thing,”’ he recalls 
with a chuckle. 

For a rapid succession of 
well-priced, strategically bold 
takeovers has given KeyCorp 
operations in eight northern 
states and a reputation as one 
of the more adept US “super-re- 
giooaT banks at profiting from 
the wave of consolidation 
sweeping through the Ameri- 
can industry. 

From its base in Albany, 
New York, it has lifted assets 
from just $3bn in 1982 to 
around $32bn - a figure which 
includes the completion in Jan- 
uary of one of its most impor- 
tant acquisitions yet - Wash- 
ington state’s $4.8bn-asset 
Puget Sound Bancorp. 

It recently unveiled plans to 


Diesel unit 
helps Metra 


recovery 

3y Christopher Brov.u-Harss 
In Stockholm 

METRA, the Finnish industrial 
conglomerate, returned to the 
blade in the year to February, 
helped by a strong perfor- 
mance from the diesel engine 
division, restructuring and a 
weaker markka. 

Profit after financial items 
amounted to FM43m (87.94m), 
compared with a FM203m defi- 
cit previously. The dividend Is 
being held at FM2 per share. 

Sales rose 7 per cent to 
FMl0.5bn, with the biggest 
improvement coming from 
Wdrtsiia Diesel, where sales 
grew to PM5.1bn from 
FMS.3bn. 

The group has benefited 
from a strong Increase in 
power plant sales, aad in par- 
ticular from the popularity of 
plants with a multi-fuel burn- 
ing capability. It is the world’s 
leading supplier of diesel 
power plants of more than 
lMw, with a 20 per cent mar- 
ket share, but It has also main- 
tained a strong presence in the 
marine engine market despite 
a lower level of world ship- 
building orders. 

WSrtsiia Diesel lifted operat- 
ing profits to FC£2S5m from 
FM177m, as the unit’s order 
Intake climbed to FM3.5bn 
from FM1.7bn. 

Metra said tt had benefited 
from its reduced exposure to 
the depressed Finnish con- 
struction market following 
last year's disposal of Its 
building materials activities. 
It retains a small involvement 
in this sector via associate 
companies. 

A further improvement is 
expected in the group's perfor- 
mance this year, with sales 
predicted to reach FMlObn in 
the months from March to 
December 1893. 


KeyCorp • 

Earnings per share $) 

4,0 


Return on average fatal assets (%] 
\2 




1388 39 90 9? 92 9S* 

•Arwtyots* estimate $3.70-S3J0) 

build up assets to around 
$50bn by 1995-1997. while 
Increasing earnings per share 
IS per cent a year and improv- 
ing its return on equity from 
16.48 per cent to 17 per cent 

Details win be spelt out for 
European investors next week 
when Mr Riley embarks on an 
annual tour of the region’s 

finanirtal centres. 

A big. broad-shouldered man 
of 81, vrith an infectious laugh, 
he took over as chief executive 
in 1973, which makes him the 
longest-serving leader of a 
leading US bank. 

He spends some 50 per cent 
of his time on the road, visiting 
branches of KeyCorp’s 
far-flung empire or giving pre- 
sentations issues in small, 
rural towns. 

His unusual working sched- 
ule reflects what makes Key- 
Corp distinct from its rivals: 

• It is the only regional bank 
with branches on both sides of 
the US, with roughly 50 per 
cent of assets in the Pacific 
north-west and Rocky Moun- 
tain states and the remainder 
in the north-east. This has 


1988 89 90 91 92 93 


been dubbed a “bar-bells” 
strategy, since the bank has no 
presence in the middle of the 
country. 

• It concentrates on predomi- 
nantly small town and rural 
markets, with branches in 
such obscure comers of the US 
as Bagle River. Alaska, Big 
Plney, Wyoming, and Caribou, 
Maine. 

9 And it has remained very 
much a community bank, with 
lending decisions taken by 
local officers. 


A ll this helped keep Key- 
Corp growing strongly 
in the early 1990s, 
when many US banks stum- 
bled because of regional reces- 
sion or serious exposure to a 
collapsing commercial prop- 
erty market 

Its geographical diversity 
has been a source of strength, 
for while the north-eastern 
economy has been through a 
severe downturn, the Pacific 
north-west was - at least until 
recently - one of the fastest- 
growing regions of the US. 
Banking margins in rural 


America are high, while Key- 
Corp's conservative lending 
practices mean its ratio of non- 
performing assets to loans and 
repossessed real estate is a 
very low 1.80 per cent 

But what can KeyCorp do for 
an encore - particularly when 
the interest rate cycle seems to 
be turning agamst the banking 
industry, trimming the easy 
profits earned by the sector 
over tiie past year, and when 
growth in loan volume is likely 
to be sluggish? 

Its five-year plan has three 
elements. First, to broaden and 
improve its banking services, 
and make their delivery more 
efficient 

In the past KeyCorp had a 
relatively high ratio of over- 
heads to revenue - in part 
because of its geographical 
spread - but it has driven this 
down from around 72 per cent 
five years ago to around 62 per 
cent, just below its peer group 
average, and the aim is to cut 
it to 57 per cent 

Technology will be an impor- 
tant factor here. KeyCorp has 
recently completed the instal- 
lation of a sophisticated com- 
puter network linking every 
bank-teller. “We can tell you at 
the end of every day the loans 
that have been pat out on our 
system,” says Mr Riley. 

The bank is now moving into 
electronic imaging for cheque 
processing and hopes to sell 
this service to other businesses 
which involve a lot of paper- 
work. 

Technology is meant to play 
an important role in the bank's 
second objective - to boost its 
fee-based income from services 
such as mortgage banking 
(where it is already a substan- 
tial player, with a portfolio of 


over $20bnj, insurance and 
trust services. 

Bank-tellers wifi be encour- 
aged to cross-sell these other 
products - and earn commis- 
sion doing so - by using their 
computer terminals. 

The third objective is to keep 
up KeyCorp's acquisitions, 
which Mr Riley thinks could 
account for about one third of 
its earnings growth over the 
next few years. 

The emphasis, says Mr Bill 
Dougherty, the chief financial 
officer, will be on filling in 
gaps in the states it serves, 
together with moves into con- 
tiguous ones “provided we can 
get a major market share.” 

T here are risks, perhaps 
reflected in the feet that 
Wall Street has kept 
KeyCorp's P/E ratio below the 
best in its peer group. 

The economy of the Pacific 
north-west is slowing as aero- 
space recession hits Seattle- 
based Boeing. But KeyCorp 
argues that Boeing is not the 
crucial factor in the regional 
economy it once was, and it 
points out that states like Utah 
and Idaho are booming. 

Second, the bank could make 
a poor acquisition - although 
its shrewd record to date sug- 
gests the contrary. 

Third, the leadership could 
change: Mr Dougherty will 
probably retire in 1994 and Mr 
Riley could quit the following 
year, although he will only 
say: “The day that I'm just not 
excited getting up and coming 
in to work is the day Fm going 
to tell the board Fm ready to 
retire." 

Judging by his busy Euro- 
pean schedule, that is still a 
long way oft 


Lion Nathan faces challenge in Australia 


By Terry Hafl fn Wellington 

LION Nathan, Australia and 
New Zealand's biggest brewer, 
expects satisfactory profits 
this year but says tougher 
competition and difficult trad- 
ing conditions In the Austra- 
lian beer market will be a chal- 
lenge. 

For the six months to Febru- 
ary, group profits rose by 72^ 
per cent to NZ$79. 5m 
(US$42. 9m) from NZS46m a 
year earlier. However, the 1992 
result included a six-month 
contribution from the then 50 
per cent owned National Brew- 
ing. now fully-owned and 


Reliance ahead 
at Rs32.1bn 
by year-end 

By Shiraz Sidhva in New Delhi 

RELIANCE Industries, the 
Indian chemicals and textiles 
conglomerate, reported a 96 per 
cent increase in net profits to i 
Rs32.1bn ($l.03bn) for the year 
to March 1993. 

The company, which last 
year became the first Indian 
group to tap the international 
markets for fresh equity, says 
sales Jumped 39 per cent to 
Rs41.05bn. Operating profits 
increased by 53 per cent to 
Rs88J2bn. Exports increased to 
Rsl3.8bn, up 82 per cent. 

Mr Anil Ambani. joint man- 
aging director, said Reliance, 
the fifth-biggest industrial 
group in India, had achieved 
the result in a “difficult envi- 
ronment further aggravated by 
dumping” from foreign chemi- 
cals producers who were off- 
loading their products in India 
® Pennzoil Products of the US 
and the Bombay-based Petrcsil 
Oil plan to blend, package and 
market the Pennzoil brand of 
lubricants in India 


known as Lion Nathan Austra- 
lia 

The company is stepping up 
its interim dividend by 1 cent a 
share to 6.5 cents. 

Mr Douglas Myers, chief 
executive, said yesterday the 
company had lost 3.6 per cent 
of its key market share in New 
South Wales on the same 
period of last year, but 
increased it In Queensland, 
South Australia and Vic- 
toria. 

Over the past 12 months, 
Lion Nathan's share of the 
Australian beer market was up 
1.7 per cent to 40.7 per cent 
“We are ahead of last year but 


the rate of increase has fallen 
away." Mr Myers said. Beer 
market share in New Zealand 
was 5£L2 per cent. 

Turnover for the six months 
rose 136 per cent to NZ$1 .3b n. 
The half-year results include 
extraordinary losses of 
NZ$9.4m and a NZ$20m provi- 
sion for property investment 
losses. There was a tax credit 
of NZ$6m, against tax paid last 
time of NZSlm. 

Mr Myers said the newly- 
launched Toohey’s Blue Label 
low-alcohol beer had become 
the top-selling beer in Austra- 
lia. Lion Nathan International 
increased exports by 25 per 


cent with US sales up 37 per 
cent. 

Losses from the soft drinks 
division were reduced to 
NZ$6.7m from NZ$7.9m on 
sales up at NZ$1 1 2.6m from 
NZ$85. 3m. 

Mr Myers saw the formation 
of the joint venture with 
PepsiCo of the US covering 
both Australia and New Zea- 
land as a “great growth oppor- 
tunity”. 

Group trading profit before 
interest and tax was 
NZ$1 97.4m, against NZ$97.6m 
Interest costs were NZ$1 15.6m, 
up from $50.3m for the first 
half of last year. 


COMPANY NEWS DIGEST 


Elf-Sanofi to 
sell clothing 
division 

ELF-SANOFI, the French 
pharmaceuticals company, 
plans to sell the ready-to-wear 
clothing division of Yves 
Rocher, one of its brand 
names, to Tessile Mirogiio. the 
Italian textile group, for an 
undisclosed sum, writes Alice 
Rawsthorn in Paris. 

The disposal Is the latest in a 
number erf deals conducted by 
Elf-Sanofi, which is controlled 
by the Elf-Aquitaine oil com- 
pany, notably its controversial 
acquisition earlier this year of 
the Yves Saint-Laurent fashion 
and cosmetics house. 

The Yves Rocher clothing 
business, which includes the 
Claverie and Sym labels, will 
be merged under Mlroglio's 
ownership to create a company 
with combined sales of about 
FFr300m ($55 .5m). 

Mirogiio has significant 
clothing interests in France, 
including the Caroline Rohmer 
business which it acquired six 


years ago, as well as 
operations in Spain and Ger- 
many. 

French drag share 
offer given go-ahead 

THE Commission des Opera- 
tion de Bourse, the French 
stock market watchdog, has 
given the go-ahead to the 
FFr865-a-share offer for Office 
Commercial Pharmaceutique, 
the drug wholesaler, from a 
consortium led by Co-operation 
Pharmaceutique Francaise. 

The consortium bid has been 
sanctioned by the Conseil des 
Bourses de Valuers, another 
regulator. 

Deficit widens at 
German railways 

DEUTSCHE Bundesbahn, Ger- 
many's state-owned national 
railways, reports net losses for 
1992 of DM14£bn ($9-25bn), or 
54 per cent more than for the 
previous year, writes Judy 
Dempsey in Berlin. 

Turnover for this first quar- 


ter of the current year totalled 
DM6. Ibn, or 1.3 per cent lower 
than the same period last year. 
Goods transport sales fell by 14 
per cent to DM2.5bn. 

Mr Heinz DQrr, railways 
director, said net losses for the 
Bundesbahn, the western Ger- 
man railways, totalled 
DM8£bn, an increase of 62 per 
cent on 1991. Losses for the 
Reichsbahn, the eastern Ger- 
man network exceeded 
DM&2bn, a 44 per cent increase 
on 1991. Mr Durr said the 
losses underscored the need to 
introduce a comprehensive 
reform of railway network. 

Bank of Muscat 
falls 3.7% to $2.61m 

THE Bank of Muscat, which is 
about to complete a merger 
with AI Bank A1 Ahli A1 
O mani , reports a decline of 3.7 
per cent in net profit to $2.61m 
for 1992, AP-DJ reports. 

The bank's operating profit 
rose strongly to $7.85m. up 38 
per cent, but the bank 
increased bad-debt provisions 
by 77 per cent to $5 -24m 


Placer 
Dome 
survives 
bullion fall 

By Bernard Simon hi Toronto 

PLACER DOME, the 
international gold producer 
based in Vancouver, has 
reported unchanged first-quar- 
ter earnings, with lower costs 
and taxes offsetting a 2 per 
cent fall in output and a 7 per 
cent drop in the bullion price.* 
Earnings both this year and' 
last were US$llm, or 5 cents a 
share, while revenues fell to 
$228m from $267m. Tax provi- 
sions dropped to $6m from 
$X9m. 

Placer’s share of gold output 
from its 14 mines dipped to 
450,000 oz from 460,000 oz, doe 
mainly to lower ore grades at 
the Porgera and Misima mines 
in Papua New Guinea. 

But production at the Camp- 
bell mine in Ontario rose to 
70,500 oz from 59,500 oz. 

Average cash production 
costs fell to $ 192 an ounce. 
Improvements at nine mines 
were due to higher grades, 
tighter cost controls and 
favourable exchange rate 
movements. 

Placer expects output from 
its Australian and Papua New 1 
Guinea operations this year to 
be about 20 per cent below 
1992. Lower grades will con- 
tinue to hit production at Por- 
gera and Misima. Further- 
more, Placer has reduced its 
stake in Porgera, and last year 
sold the Big Bell mine in Aus- 
tralia. 

The company said it had 
completed a feasibility study 
for a 4,600 tons-per-day open 
pit mine and processing plant 
to exploit its 60 per ceot- 
owned Pipeline deposit in 
Nevada. 

Recoverable ore reserves are , 
estimated at 35.3m tons with a ah 
grade of 0.12 oz of gold per 
ton. Construction costs are 
estimated at $250m. 

An updated feasibility study 
on development of the 50 per 
cent-owned Zaldivar copper 
deposit in Chile Is due to be 
completed in July. 


Hewlett-Packard 
introduces new 
‘palmtop’ PC 

By Louise Kehoe 
in San Francisco 

HEWLETT-Packard has 
introduced a pocket-sized 
personal computer that can 
send and receive electronic 
messages as well as run 
standard PC programs. 

It Is one of the first products 
to reach the market in what is 
expected to become a 
fast-expanding market Tor 
“personal communicat- 
ors". 

The 100LX is H-Fs second 
“palmtop" computer. It has 
already sold “well over 
200,000" of the earlier version, 
introduced two years ago, k 
which does not have the ~ 
bnilt-in communications 
capabilities of the new 
model. 

H-P has taken an early lead 
in a field that Is expected to 
expand rapidly with the 
entrance of competitors such 
as Apple Computer, with its 
much heralded “Newton", as 
well as AT&T, IBM and 
Compaq Computer. m 

The 11-ounce 100LX 
“palmtop” PC is designed for 
executives who use electronic 
mall to keep in touch with 
their offices and to access 
information on office 
computers. The US list price 
will be $749. 

Software built into the 
100 LX includes a version of 
Lotos Development's popular 
electronic mail program. 


efficient production where everything flows. 
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SICF factories world-wide have now adopted the new 
SKF Channel Concept which dramatically cub 
manufacturing rime. 

Lead limes from raw materials inpul K> customer 
deliveries have been cut from 18 weeks in 1989 lo 
12 weeks in 1992-with a target of 9 weeks far 1993. 

In this new production channel, the flow starts with 
raw material and progresses smoothly to finished 
products with fewer stoppages and minimum 
intermediate component stocks. Ouality is also 
checked continuously by the whole working team 
instead of at separate control stations, and 
employees benefit overall from increased 
involvement and job satisfaction. 

Reduced stocking has released SEK 600 m (£54m) 
in capital. 

The SKF Channel Concept will further strengthen 
the Croup's worm leadership in rolling bearings. 

SKF Interim Statement 

Group soles for (fte/enc thrre months of 1993 
amounted to SEK 7.205 million. { £654m) compared 
with SEK 7,158m (£68Bm) in the corresponding 
period of 1992. .4 comparison between these sales 
figures must Consider that CTT Tools was included in 
the 1992 figure and that the Swedish kronor has 
weakened since the autumn of 1992. Taking this into 
account, sales declined approximately 9 percent, 
compared with 1992. The Group's loss, afler financial 


income and expense, amounted to SEK —J55m, 

(£— 32m) compared with a loss of SEK —34m 
U-J.Jtn}. The 1993 results were charged with <t 
currency exchange loss of SFK !OSm (£9.5m) 
attributable to ihe Parent Company i convertible 
ECU bonds. 

In the European market, sola in the first quarter of 
1993, continued at the same low level as in the final 
quarter of 1992, but did not decline further. 

In North America, all three segments - automotive 
industry, machinery industry and after-market - 
showed a positive trend during the first quarter. 

In the region reporting the bcs'gromh. Asia Pacific, 
sales increased in all three customer segments and the 
trend is favourable. 

Forecast: 

There are too many uncertain factors in the market 
•to be able to make a quantified forecast of the Group i 
result for I99J. However, if sales remain at the current 
level, the Groups result should improve gradually 
from the first quarter’s level. 

For a copy of the 1992 Annual Report, please contact 
SKF Group Public Affairs. _ 

S 415-50 Gaicborg. Sweden. 

Tel: +46-31-371000. 
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Yield gap narrows between French and German paper 

Bv Jana PrMh»- » 1 » 


Undon 

Pmrick Harverson in New York 
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YIELD gap between the 
™h* and German, govern- 
nent bonds broke through the 
40 basis points barrier yester- 
day with the market befieving 
™a* a -farther cat in French 
interest rates was immtrwp i 
The spread between the &50 
per cent OAT due 2003 and the 
■7-125 per cent bund due 1 2002 at 
one stage narrowed to 38 basis 
points and was still at 39 basis 


economists believe the yield 
spread could narrow to 20 tads 

points. 


FT FIXED INTEREST INDICES 


BENCHMARK GOVERNMENT BONDS 


'* GOVERNMENT 
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points late in the afternoon. 
This compares with 71 basis 
points Just before the French 
general election on March 2L 

Explanations include the 
view that France, against the 
backgrou nd of a strong cur- 
rency, has further scope to cut 
interest rates independently of 
Germany. Another % point tell 
in the intervention rate would 
bring it down to 8 per rent, 
stffl a li ttle above German lev- 
els. 

With France described as 
“flavour of the month", some 


■ THE Bundesbank’s auction 
of DML58bn of 6% pea* cent 10- 
year government bonds was 
more easily absorbed than 
expected. The average price 
was 99£, giving a 6.76 per cent 
yield. 

This helped the 10-year bund 
to gain about VS point and the 
market was generally stronger 
across the yield curve, with 
some backing from the strong 
overnight performance of US 
Treasury stock. 

A 4 basis point cut in the 
repo rate to 7.71 per cent was 
in line with the re-established 
view that the Bundesbank win 
carry on with small cuts for 
some time. 

Hope has faded that the 
recent larger reductions in the 
Lombard, discount and repo 
rates heralded a run of tester, 
deeper cuts. 

The Bundesbank Council 
me et s today, but nothing star- 
tling was expected by way of 
either comment or action. 

The June futures contract 
opened at 94.87 and closed just 
over 20 basis points higher. 
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■ MOODY'S decision to down- 
grade Italy’s foreign currency 
debt sent the Italian govern- 
ment bond market into a one 
point tell, against the trend in 
other continental markets. 

Hie downgrade takes the rat- 
ing to less than the level 
required by some investors. 
The currency also weakened a 
little. 

Some of the lost ground in 
bond prices was recovered 
later in the day. The BTP con- 
tract closed less than Vi point 
lower at 96.75, still above its 
level before the appointment of 
Mr Carlo Ctampl as prime min- 
ister - and above the 95J50 pre- 
vailing when Moody's 
launched the review in mid- 
Februaiy. 


■ THE UK government bond 
market had a quiet day, with 
little to give it direction after 
last week’s ten. A lack of eco- 
nomic indicators and some 
caution ahead of the next gilt 
auction announcement were 
two of the factors behind the 
vacuum. Caution showed 
through in the buying of lon- 
ger-dated index-linked gilts, 
pushing them up a quarter. 
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■ US Treasury prices were 
slightly lower in light trading 
yesterday morning as the mar- 
ket nervously awaited the 
afternoon announcement of the 
May refunding programme. 

By midday the benchmark 
30-year government bond was 
down ^ at 104, yielding &806 


per cent At the short end of 
the market, the two-year note 
was down & at 100£, to yield 
3.759 per cent 

Prices fluctuated in thin 
trading throughout tin* morn- 
ing as dealers and investors 
speculated about the Treasury 
debt mix plans, which are 
likely to involve some sort of 
reduction, or possible tempo- 


rary elimination, in future 30- 
year bond issues. 

Tuesday’s news of bigger- 
than-expected May bill auc- 
tions raised expectations that 
the size of the May bond issue 
would, indeed, be cut, by possi- 
bly as much as $lbn. The 
actual announcement of the 
Treasury’s plans was not due 
until about 2.30pm. 


Banesto sets put 
t rights issue 
investor profile 


By Tom Burns hi Madrid 


M 


BANESTO, the Spanish 
commercial b ank , wrongly 
identified one the main inves- 
tors in Die planned $457m 
rights issue it announced on 
-Tuesday. . ; 

' Banesto's press release said 
“General EJectric/which has a 
Triple A rating, has under- 
taken to invest $25m" in the 
issue. It later confirmed that 
the US financial institution 


was, in-foct,-GE Capital 

A statement-issued yesterday 
by JP Morgan, the US hank 
coor dinating Banesto's bid to 
raise a total of $LZbn in fresh 
capital, said the actual inv estor 
was GE Pension Trust, GEPT, 
which manages as a fiduciary 
the pension funds of GE 
employees. 

GEPT, which has its own 
independent investment activ- 
ity, is a passive paitidpant in 
the so-called Corsair Fund, a 
portfolio managed fay' JP Mor- 
gan which is inve s ti ng. 4260m 
in Banesto’s rights issue. 


Council of Europe 
raises FFrl.6bn 


By Sara Webb 


BORROWERS continued to 
flock to the French franc sec- 
tor of the Eurobond market, 
with yesterday’s new issue 
activity concentrated in the 
seven-year maturity sector, 
where there is reported to be 
quite healthy investor demand. 

The Council, of Europe 
tapped the market with a 
FFrl.6bn, 7.25 per cent bond 
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due September 2000, marking 
its first Eurofranc issue since 
1986. 

Basque S. G. Warburg, the 
French subsidiary of S. G. War- 
burg, W8B. lead manag er - an 
appointment which provoked 
some comments in the market, 
given that file lead manager 
mandate for- French franc 
Eurobonds is seldom award- 
ed : outside 'the main- 


stream French banking sector. 

Market sources pointed out 
that the deal was swapped into 
yen, although' S. G. Warburg 
refused to confirm this, saying 
only that the Council of 
Europe has a tendency to bor- 
row in currencies which it on- 
lends or where good swap 
opportunities might be avail- 
able. 

The bonds were priced to 
yield 35 basis points over the 
8% per cent OAT due 2000, and 
narrowed slightly to 33-34 basis 
points over, as market partici- 
pants pointed out that inves- 
tors were keen to buy a new 
borrower in the sector espe- 
cially given its AA1/AA+ credit 
rating. 

Saint-Gbbain Nederland, the 
Dutch subsidiary of the French 
glass and building materials 
group, also tapped the French 
franc sector with a FFrlbn, 
seven-year deal 

The Eurobond had a coupon 
of 7-5 per cent and was priced 
to yield 60 basis points over the 


NEW INTERNATIONAL BOND ISSUES 
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relevant OAT. BNP, the lead 
manager, said the spread wid- 
ened out to 64 basis points. 

The Eurofranc sector has 
proved a popular area of the 
Eurobond mar ket for borrow- 
ers since the start of the year. 
The Kingdom of Spain 
launched a FFrSbn, 15-year 
Issue late on Tuesday which 
dealers said was quite well 
received - the spread over the 
relevant OAT widened from 44 
basis points at launch to 45-46 


basis points yesterday. 

Both the Eurosterling and 
Eurolira sectors saw new issu- 
ance yesterday. GBCC 
launched a £100m five-year 
deal with a coupon of 7.5 per 
cent which was swapped into 
floating-rate French francs. 

Deutsche Bank Finance and 
KfW International Finance 
both tapped the Eurolira sector 
with L200bn and L75bn five- 
year deals respectively. Deut- 
sche Bank claimed the Euro- 


lira sector held up “reasonably 
well” despite Moody’s down- 
grading of Italy’s credit rating. 

Market participants said that 
they expect to see the launch 
of a I£75m deal for the Euro- 
pean Investment Bank shortly. 
• News America Holdings, 
part of News Corp, has filed to 
register $L5bn of liquid yield 
option notes for possible future 
sales by holders who bought 
them from the company in 
March. 


Italian downgrade 
squeezes foreign 
investor base 


By Tracy Corripan in London 
and Robert Graham in Rome 


THE REPUBLIC of Italy's 
foreign currency debt rating 
has been lowered from Aa3 to 
A1 by Moody’s, following a 
review by the US rating 
agency, but the decision is not 
expected to halt the Republic's 
plans to tap the global bond 
market 

Italian officials have been 
considering a dollar -denomi- 
nated global bond for some 
months, but were waiting for 
the result of the Moody’s 
review, announced in March. 

However, the reduction 
mwirw tha t Wig potential inves- 
tor base for Italian debt will 
shrink, as fund managers 
cannot buy debt rated below 
AA. Italy's foreign debt is still 
rated AA by Standard & 
Poor’s, which is widely viewed 
as less aggressive in its policy 
than Moody’s. 

Dealers do not expect Italy’s 
funding costs in the global 
bond market to rise further as 
a result of the downgrade, bat 
the potential size of the issue 
may have to be reduced. 

Italy is expected to raise 
roughly $10bn-$l5bn in the 
international capital markets 
this year, of which it has 
already issued about $3..gbn, 

Dealers said the downgrade 
had been largely discounted. In 
the dollar market, Italy’s 8% 
per cent Eurobonds due 2001 
widened from 100 to 107 basis 
points over the comparable US 
Treasury yield following the 
announcement 

After the poor performance 
of Italy’s debt at the end of last 
year, yield spreads widened 
dramatically and only steadied 
when the debt started to be 
asset-swapped. 

This mfiang that, lirVHItP most 
high-quality debt gauged in 
terms of its yield spread above 
the relevant government bond, 
it is treated as a high-yielding 
floating-rate asset, viewed in 
terms of the margin over Libor 
produced by asset-swapping. In 
these terms, Italy’s Eurobonds 
are trading at 50 basis points 
above Libor. 

The downgrade came a day 
before Mr Carlo Azeglio 
Ciampi, former governor of the 
Bank of Italy, was due to pres- 


ent as prime minister his gov- 
ernment’s political and eco- 
nomic programme. Mr C iamp i 
is likely to use Moody's deci- 
sion to underline the need for 
p arliament to hack continued 
austerity. 

Moody's said that the new 
government is committed to 
controlling the bloated public 
sector deficit, but “the continu- 
ing uncertainty regarding the 
ability of future governments 
to maintain the required aus- 
terity over an extended period 
of time is higher than appropri- 
ate for a AA rating". 

The out-going Amato govern- 
ment h as already laid the basis 
for a Li3,000bn mini-budget to 
correct a projected overshoot 
in spending in the 1993 budget 
and made plans for the 1994 
budget to be drawn up by July. 
Mr Ciampi Is expected to 
repeat these pledges and out- 
line details on privatisation in 
order to recoup international 
credibility- 

Mr Ciampi was rhrHwn as a 
non-parliamentarian to head 
Italy’s 52nd post-war govern- 
ment, in part because of his 
clear identification to a com- 
mitment to fiscal austerity and 
improving Italy's public 

firmw res ,, 

Moody’s also lowered the for- 
eign currency debt ratings of 
Istituto Bancarlo San Paolo dl 
Torino. Crediop, Banca Nat- 
ionals del Lavoro, Banca Com- 
merciale Italians, Credito Itali- 
ano, Cassa di Risparmio dl 
Torino. Cariplo and IM1 
to AL 

• Mercato Italiano Futures, 
the Italian screen-based futures 
exchange, plans to introduce 
new mechanisms for trading 
the spreads between different 
contracts. 

A calendar spread page, 
allowing investors to roll over 
from one contract month to the 
next, will be introduced on 
May 20. This will reduce the 
cost of rolling over contracts, 
which was previously more 
expensive than on the London 
International Financial 
Futures & Options Exchange. 

A second spread page, allow- 
ing investors to trade the 
spread between the five and 10- 
year Italian government bond 
contracts, will be introduced at 
a later date. 
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Royal Bank advances 
91% to £92m despite 
bad debt provisions 


By John Qappw, 

Bar *b^g Correspondent 

A. RETURN to prof* in its core 
branch banking Easiness and 
trebled profits in its Direct 
Line telephone insurance oper- 
'%• ation helped Royal Bank of 
Scotland raise interim pre-tax 
profits by 91 per cent from 
£48m to£91.6m. 

The bank, which increased 
loans to customers in the six 
months to March 31 helped by 
a £650m rise in personal mort- 
gages, said it was confident 
that full-year provisions for 
bad and doubtful debts would 
‘ be below last year. 

Lord Younger, rfifllrman, 
said he was confident of fur- 
ther progress in the second 
half, helped by renewed eco- 
nomic growth. 

"The upturn in performance 
at the full year is not only 
being sustained, but is gather- 
ing momentum,” he said. 

Although profit before provi- 
sions rose 32 pa cent to £285m 
. (£216m),the rise at the pre-tax 

f level was contained by bad 
debt provisions. These stood at 
£183m (£163m), but were sub- 
stantially lower than the figure 


I® 8 * year’s second 

half, 

These latest accounts woe 
prepared under the FRS3 
acco ™tiDg standard, and the 
comparatives have been 
restated accordingly. 

The interim dividend is been 
raised to 3p CLQp) on eflrntow 
per share of Sp (2J9p). 

The core ratio of tier 1 capi- 
tal to risk-weighted assets rose 

to 7 per cent (6.6 per after 
the bank retained £l5.7m 
(£Un). 

Branch banking returned to 
profit with £8E m (£8.4m profit), 
after a poor second half pushed 
it into a £16. lm loss in 1991-92. 
The Columbus restructuring 
project was estimated to have 
raised profits by £5m. 

The corporate and institu- 
tional banking division raised 
profits by 39 per cent to 
£57.1m. “Very considerable 
progress" had been made in 
selling treasury and capital 
markets services to ayi^ng 
corporate customers. 

Citizens Financial Group, the 
US retail h anking subsi diar y 
which is to boost its assets by 
nearly SO per cent by acquiring 
Boston Five Bancorp, lifted 


profits by £12m to £20£m. 

Mr George Mathewson, chief 
executive, said Royal Bank had 
been approached by a large US 
bank which hoped to link with 
Us Ibos service offering cross- 
border banking services to 
companies in Britain, Spain, 
Portugal and France. 

The proposed disposal of 90.1 
per cent of Charterhouse, 
Royal Bank's merchant bank, 
Is expected to lead to a book 
loss of £35nu The net reduction 
to reserves will be £12m, after 
writing back £23m of goodwill 
on disposal. 

Net interest income rose to 
8421m (£384m) as the spread 
between the interest earned on 
assets and paid cm liabilities 
rose to JL2 percentage points 
(1.9 percentage points) and 
interest bearing assets rose 12 
per cent 

Other operating income rose 
to £313m (£240m) and now con- 
stitutes 42 per cent of total 
income (38 per cent). Expenses 
rose by 10 per cent, but the 
cost to income ratio fell to 6L4 
per cent (65.6 per cent). 

The gfrartx; ckwed unchanged 
at 287p. 

See Lex 


COMPANY NEWS; UK 

Geest shares dive on banana price war 


By Catherine Anton 

SHARES in Geest yesterday 
fell almost a third and analysts 
said interim profits could drop 
as low as break-even after the 
company said a banana price 
war had slashed prices in 
northern Europe. 

In the first half of 1992 the 
fresh produce and prepared 
foods company reported pre- 
tax profits of £15.4m. 

The shares fell I06p to 328p 
but closed at 366p. 

However, Mr Leonard van 
Geest, chairman, told the 


annual general meeting yester- 
day that the board intended to 
at least maintain the interim 
dividend at S.7p. 

He said the combination of 
the drop in prices and “start-up 
difficulties" at its new 
banana plantation in Costa 
Rica would affect first half 
profits. 

Mr van Geest declined to 
quantify the impact but one 
analyst sakL “We were expect- 
ing profits to be between £15m 
and £i6m, but now we are 
expecting between nought and 
£2m." 


The chairman told share- 
holders that “while the first 
quarter of the year began satis- 
factorily, during April it 
became apparent that the sup- 
ply of dollar bananas into the 
European Community, ahead 
of the new import regime 
scheduled for July 1, exceeded 
demand.” 

Geest had cut its own prices 
by 39 per cent owing to the 
unexpected and rapid fall in 
banana prices throughout the 
EC. Prices were significantly 
below those achieved in the 
equivalent periods over the 


previous two years, he 
said. 

Analysts the roots 

of the decline in prices lay in 
the EC’s new import regime, 
from which Geest is set to gain 
market share. Some banana 
traders, who are likely to lose 
market share, had reduced 
their orders from farmers. 

Some banana growers, 
mainly from Ecuador, had 
responded by shipping excess 
fruit to the European continent 
at discounted pices. . 

Geest’s sensitivity to price 
fluctuations had bon height- 


ened because it is now both a 
banana grower and trader. The 
company’s new Costa Rican 
plantation began exporting in 
January. 

The UR market had been rel- 
atively stable until France last 
week announced that it would 
be limiting imports from cer- 
tain Afro-Carri be an- Pacific 

states, including the Ivory 
Coast and the Cameroons. 

Mr van Geest said: “This 
fruit has already started to 
come on to the UK market and 
is having an adverse affect on 
prices.” 

Revised Resort 
terms value 
County at £3.5m 

Resort Hotels is bringing 
forward its purchase of 
County Resort Hotels for a 
revised consideration of &5m 
shares, worth £3. 49m at yes- 
terday's price of 41p. 

County owns seven hotels in 
the south of England with a 
total of 329 bedrooms. Resort 
has operated those under a 
management contract, twMng 
than an integral part of its 
network. 

Mr Robert Feld, managing 
director of Resort, said bene- 
fits of the acquisition to group 
earnings would not be immedi- 
ate. 


Berisford presses bid on Clark 


By Maggie tiny 

BERISFORD INTERNATIONAL yesterday 
pressed its £184m bid on shareholders of 
C&j Clark warning of “potentially disas- 
trous consequences” for the company if 
the offer is turned down. 

It said that If its offer foiled, Clark, 
which is a private company, would sink 
back into the "dissension and acrimony 
Which have damaged their [shareholders’] 
interest for yean". 

The proposal of sailing the business to 
Berisford will be voted on at a special 
meeting of Clark’s shareholders tomorrow. 
Members of the Clark family hold 70 per 
cent of the shares. 

Clark’s board has said that the offer 
from the property and agribusiness com- 


pany, of 2l3p a share in cash or securities 
plus approximately 26p of deferred cash, is 
“fair and reasonable". Seven of the 11 
directors have urged shareholders to 
accept, but a group of dissident sharehold- 
ers, supported by three directors who did 
not recommend the bid, has argued 
against iL 

This group, which has adopted the acro- 
nym Shoes, has put forward a plan for a 
shareholder council and a flotation Of the 
company within five years. 

Mr Brian Smith, a nonexecutive direc- 
tor of Berisford, told shareholders and 
employees of Clark at a meeting last week 
that “the Shoes proposals for a share- 
holder council with board representation 
is likely to that the present internal 
anarchy will be translated Into a more 


formalised open warfare”. Berisford is 
offering two seats on its board to Clark 
directors if the offer succeeds. 

Mr Alan Bowkett, chief executive of 
Berisford, said yesterday, “Clark's cannot 
float in five years or even ten years unless 
and until fha famil y disagreements which 
have split the company for the last decade 
can be solved, and the Shoes campaign 
starkly demonstrates that this is 
unlikely". 

Clark has been plagued by arguments 
between shareholders, which culminated 
in an acrimonious extraordinary meeting 
last October when shareholders agreed to 
look for a bidder. Schroders, Clark's mer- 
chant hauk. contacted over 40 companies 
seeking offers and a committee of the 
board chose BerisfonTs as the best 
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Former Burton chief 
joins Ratners board 


By mchard Oowfoy 

MR LAURENCE Cooktin, who 
was sacked at Burton -Group 
after 14 months as chief execu- 
tive erf the UK fashion com- 
pany, has been appointed to 
the board of Ratners, the jewel- 
lery chain. 

. Mr Cooklin win became chief 
executive UK Jewellery and 
will report to Mr James McA- 
dam, chairman and group chief 
executive.. 

Mr MnAAmt said yesterday 
that Mr Cooklin bad a consid- 
erable reputation as a 
hands-on manager. “We have 
not taken him an as chief exec- 
utive," he said. “It Is very 
much a hands-on job. (At Bur- 
ton) he was managing director . 
of buying md the merehantBa^ 
to g ada.” 

He will be responsible for 
operational management, at 


Bathers, H Samuel and Ernest 
Jones,- the group’s three jewel- 
lery chains. 

Mr Cooklin stepped into the 
chief executive slot at Burton 
\ .when Sir Ralph Halpem, chair- 
man and ohfaf executive, was 
forced out by shareholder pres- 
sure following the collapse in 
profits in 1990. 

While at Burton, Mr Cooklin 
. enjoyed a generous remunera- 
tion package if not equal to 
that of his boss, the first 
earner of a Elm salary in the 
UK, then certainly in line with 
the extravagance with which 
the Halpern era became associ- 
ated. 

: MrMcArfam stressed yester- 
day that Mr Cooklin had been 
..givjen ^ “perfectly standard” 
-two-year contract and would 
be receiving a salary in 
line with other board 
members. 


Holmes Protection chief 
executive stands down 


ByPaulTaytor 

MR ERIC Kohn, the investor 
who led the dissident share- 
holder group which seized con- 
trol of Holmes Protection 
Group 18 months ago, has 
resigned as chief executive and 
vies ph air man of the US-based, 
but London-listed security con- 
cern. 

Mr Kohn will remain 'on the 
board. Hie felt the restructuring 
of the group had been “sub- 
stantially completed, ” and said 
he was resigning for personal 
reasons to devote, time to his 
other business interests, which 
include being chairman of 
Baro ns Financial Services 
(UK). 

He had always intended to 
step down, once the company 
hftd achieved a turnround and 
was "moving forward” again- 
He emphasised that there was 


"nothing sinister” in his deci- 
"stan. 

Earlier this year. Holmes 
announced that, following the 
successful completion of a debt 
restroctuziog programme, pre- 
tax profits for 1992 totalled 
. 34.17m (£2.7m}, compared with 
losses, of $35^m, on turnover 
dtown from $59m to $56uhn. 

The board, beaded by Sir Ian 
* MacGregor, once chairman of 
British Steel and British Coal, 
has appointed Mr Richard 
Hickson, formerly chief operat- 
ing officer, as chief executive 
and president 

Separately, Holmes 
announced that it had termi- 
nated the lease on its offices at 
Lake Success, New York. 

The company had previously 
provided $L65m for the lease, 
and will record a gain of 
3820,000 after; agreeing a termi- 
nation payment of $730,000. 
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BAT INDUSTRIES 

Earnings per share up 56% 
in first quarter 


Three months unaudited results 
to 31 March 1993 


REVENUE 
PRE-TAX PROFIT 
EARNINGS PER SHARE 


£6, 025m 

+18% 

£360m 

+40% 

13.7p 

+56% 


• Sir Patrick Sheehy, Chairman, commented: “1993 has started well, with 
strong underlying growth helped by a positive impact from exchange 
rate movements." 

• Tobacco trading profit slightly lower at £220 million, influenced by a number 
of short term factors. 

• Financial services trading profit up 48 per cent to £169 million; net written 
premiums 1 1 per cent higher at £2,304 million. 

Shareholders are reminded that the Forms of Election regarding the Enhanced 
Share Alternative must be received by the Company's Registrars not later than 
11 May. The new shares can be sold through BZVVJ whose fixed price offer you 
have already received, or through other brokers who may make competing offers. 



The full quarterly report Is being posted to shareholders and copies are available from the Company Secretary, B.A.T Industries p.!.c. Windsor House, 50 Victoria Street, London SW1H ONL. 






1 



p 


24 


c-rN 7 AMf"TAT TIMES THURSDAY MAY 6 1993 


COMPANY NEWS: UK 


Trafalgar £98m in loss 
following write-downs 


By Roland Rudd 


TRAFALGAR HOUSE reported 
a loss of £97.6m before tax in 
the half year to March 31 after 
£l20m of provisions, largely 
relating to a write-down in the 
value of irs property portfolio. 
Last time there was a pre-tax 
profil of £54m. 


By 

Mr Allan Gormly. chief exec- 


utive, said: "It is not a question 

TV 

of kitchen sinking it: the provi- 

in« 

sion* are realistic given the 

Aa 

group's EIbn investment in 

!«x 

property." While he said there 

m* 

would be no need for future 

er 

provisions, he could not guar- 

do 

antee that there would be no 

an 

further property write-downs. 

en 

Ordinary shares in the con- 

To 

struction. engineering and 


property group rose 3p to 95p 

by 

with the A shares up 2‘;p to 

as. 

94p. 

in - 

The group confirmed that 

th 

Hongkong Land, which has a 

M. 

25.1 per cent stake, will provide 

ov 

the new chairman and finance 

ra- 

director. The two posts will be 

in 

filled by Mr Simou Keswick, 

th 

who will continue to be chair- 


man of Hongkong Land, and 

th 


it 


in 

US effect 

at 


ai 


re 

LIT Holdings, the marketing 

d< 

services, investment and fund 

ca 

management group, swung 

th 

from profits of £ 1.29m to losses 


of £1.2im pre tax for the year 

si 

to end- Decern her. 

re 

Operating profits of Johnson 

of 

Fry. the. UK financial services 

in 

activity, rose from £2.4m to a 


record £2.8lm. 

is 

However. LIT America, the 

in 

provider of market services to 


Mr David Gawler, finance 
director of Hongkong Land. 

Touche Ross, which was 
replaced by KPMG Peat Mar- 
wick as auditor, sent a letter to 
Trafalgar's shareholders reject- 
ing criticism from investors 
over the 1991 accounts. 

These had to be restated 
after the Financial Reporting 
Review Panel said that prop- 
erty write-downs should be 
taken through the profit and 
loss account and not through 
reserves. 

Mr Gormly said the group 
would pursue its disposal pro- 
gramme in an orderly manner. 
"I am not going to rush it." 

There have been two serious 
indications of offers for the 
hotels, which include the Ritz 
and the Stafford, but Trafalgar 
did not find them satisfactory. 

The big property develop- 
ment projects have been put on 
the “backbumer". while prop- 
erty for letting will be slowly 
sold off. 

Since September 1992 the 
workforce has been reduced by 
2.600 people and another 500 
jobs are to go by the end of 


this year. 

Trafalgar made £22.4ra 
before tax and exceptional pro- 
visions, on sales of £l.l4bn 
(£1.21 bn). The core businesses, 
engineering and construction, 
reported profits of £34.7m 
(£44. 2m) and £7.8m <£9.lm) 
respectively. Construction pro- 
jects were also responsible for 
the £2£m of profits from asso- 
ciates. 

Property incurred a loss of 
£300,000 (£6.6m profit;, while 
profits from shipping and 
hotels Tell to £200,000 (£8m). 

The group is hoping that Us 
two worst performing divisions 
will benefit from the economic 
upturn. 

Net borrowings were £329m 
compared with £353m at Sep- 
tember 30. After allowing for 
the rights issue proceeds of 
£205m, this represents an 
increase of £181m. some £68m 
of which was due to the weak- 
ening of sterling against the 
dollar. 

Losses per share were 18p 
(earnings of 6p). The interim 
dividend is cut to 1.25p (4.4p). 

See Lex 


Micro Focus 
shares jump 
on alliance 
agreement 


By Alan Cane 


the US futures and options 
markets, ran up a loss of 
£50.000. This compared with 


profits of £2.39m previously. 

A provision of £1.8m against 
doubtful receivables at LIT 
America was taken above the 
line. 

Last month it was 
announced that agreement in 
principle bad been reached for 
the sale of LIT America to 
Spear Leeds St Kellogg, a New 
York-based securities firm. 

Consideration will be in cash 
and loan notes. 

Proceeds of the cash element 
will be used to reduce indebt- 


edness. which at the year-end 
stood at £11.3m. 

Group turnover for 1992 
totalled £76.9m (£81 .5m). Cen- 
tral charges were cut from 
£3.5m to £2.lm. 

Losses per share emerged at 
6.8p (1.4p). 

The directors said the pre- 
liminary results had been pre- 
pared without regard to the 
possible financial effects of the 
proposed sale of LIT America 
or the proposed capital recon- 
struction. 


SHARES IN Micro Focus 
climbed shakily yesterday on 
news that the Berkshire-based 
computer software company 
has agreed a newstrategic alli- 
ance with Microsoft, the 
world's largest personal com- 
puter software house. 

The shares rose 65p to close 
at £20.68, halting a slide which 
has seen Micro Focus stock 
lose a third of its value over 
the past few months. The 
shares bad previously risen 
dramatically since the shares 
became available to US Inves- 
tors through ADRs. 

The slide was apparently 
caused by concern that Micro- 
soft might seek some variation 
in its licensing arrangements 
with Micro Focus, through 
which it has access to the UK 
company's software technol- 
ogy. 

Micro Focus is the world 
leader in software develop- 
ment tools, which enable pro- 
grammers to design and 
develop programs in Cobol. 
the world’s most popular busi- 
ness computer language, on 
personal computers. 

Microsoft has in fact agreed 
to stop selling its own Cobol 
development system, which 
incorporated Micro Focus tech- 
nology, and will instead 
market the Micro Focus prod- 
uct. 

Micro Focus becomes a part- 
ner in Microsoft's Solution 
Providers program, which will 
give the company direct access 
to Microsoft Information, 
training, tools and products, 
as well as the opportunity to 
resell the Microsoft product 
line. 


N Brown improves 22% to £19m 


By Paul Taylor 


N BROWN, the Manchester- 
based direct mail order group 
which specialises in clothing 
for older women, yesterday 
reported a 21.5 per cent 
increase in full year pre-tax 
profits. 

For the 52 weeks to February 
27 profits rose from £l5.7m to 
£l9m, on turnover ahead 12 per 
cent to filTOBm (£152.6m). 

Earnings per share were 17.5 
per cent higher at 17.74p 
(la.IOp), and a final dividend of 
5.06p makes a total of 7p (6p). 

Sir David Alliance, chair- 
man. was pleased with the 
record results in a difficult 
year for the retail sector as a 
whole. “Concentration on one 
of our long held beliefs, of 
improving service and value to 
customers, is paying off with 
strong evidence ctf established 
customers ordering more fre- 
quently." he said. 

The core home shopping 
business increased sales by 13 
per cent to £1642m (£145.6m) 
Including turnover of £8.2m 
(£1.2m) from Odhams. the mall 
order video, compact disc and 
children’s learning packs com- 
pany, acquired from the 
receiver in November 1991. 

Home shopping operating 



the end of February stood at 37 
per cent (44 per cent): 


Tony ArxHM 

Sir David Alliance: frequent orders from establis h ed customers 


profits increased 13 per cent to 
£22.6m (£2Qm). The previous 
figure was restated to include 
£939,000 of exceptional costs 
related to a warehouse reor- 
ganisation 

The operating margin was 
maintained at 13.8 (13.7) per 
cent despite only a small con- 
tribution to profits from 
Odhams. 


Pre-tax profits also benefited 
from a £522,000 exceptional 
profit on the sale of a stake 
acquired in a potential acquisi- 
tion target, where a rise in the 
share price ultimately elimi- 
nated the opportunity. 

In addition, interest charges 
fell by 18.5 per cent to £3 .3m 
(£4.05m) mainly reflecting the 
lower cost of hinds. Gearing at 


• COMMENT 

Brown has built a solid reputa- 
tion for recession busting oa 
the back of its carefully targe- 
ted niche direct mail-order 
business focused primarily on 
selling clothes to older women, 
it claims 24 per emit of the 
£726m UK direct home shop, 
ping market which, unlike the 
larger agency business, has 
been growing quickly ova the 
past decade. Demographics are 
working in the group’s favour. 
However, it has also been 
actively reducing costs and £ 
improving customer service, 
for example, by consoli dating 
five warehouses into a single 
unit and investing in computer 
technology - measures which 
are only just beginning fheir 
pay back. Aside froni the 
Odhams acquisition it is also 
expanding its existing busi- 
ness. Of the turnover 15 per 
cent came from the three new 
catalogues launched in the 
past three years. The share 
price has risen in recent 
months, but with pre-tax prof- 
its of about £21m this year pitt- 
ing the shares on 18 times pro- 
spective earnings, the stock 
could still go higher. 


ERF launches vehicle for recovery 


By Kevin Done, 

Motor Industry Correspondent 
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NOTICES OF MEETINGS 


These notice, are In holders of Units in bearer form and. for Information onlj, «n holders of bearer Warrants. 


F.UROri .NNM. P.LC. 

Notice is herein giten that ilu- Annual 'General Meeting ul Eurotunnel P.L.C. will be held al the Queen Elizabeth i! 
Coiilt-reitn. Centre. Bnsid Seiiilu-Jis. UWinin.ter London SIV IP -EE un 24 June |i"».» at 2JO pm i London timet for the 

Min* m.: pwpit 


Tn rude -lie Directors Repiin and the Audited 
AuMunr. 

To n-elasl a - a Director Mr Andre Bernini, lafe 70i. 
To re-eleci a* a Dir;*iiir Mi Rnrcrt Malp'iv 
To re-elect a. a Dire.-ior Sir Ruben Svhnlev lace 71 ). 
Fu re-eleci a- a L>««.,i. f Mi ilu> de VV.iulciv 
T\« N-elewt a a Uiwci-'r Mr Philippe Lac.weiw. 

To re -eli. ei a - a Director Mr Join, Ncvrti.nl. 

To rc-appoin' the Auditors 


10 


Autlhiniy to the Director- to ll\ the remunerjiion i-l 
the .Auditors. 

Auihoniv to I he Directors to allot relevant •cctiritk-. 
up to an afyntguic nominal amount of C24.8UU.iHXl. 

11 "Auihoniv to the Directors w allot equity securities 

up to jm a^mvuie nuiiunul yiniwnt uT C24.WM.iMi. 
tree of shareholder.' pre-emption rights 

12 - Authuitv to the Directors m allot cquni secumie- to 

Bechtel Limned ai*J Bechtel International. Inc. 


Sfr.ol Kr.4ul-.i 


fcl'ROTl NNELS.V. 

Niilke is herein given thji the Combined Cenenil Meeting of Eurotunnel S. A. will be held "n 1*1 June IW ai 1 1 2 avenue 
Liuba. TSnln Pans ai 1 1. tin am iPans tittle i. and. m the event thin a quuruin is not obtained the adjourned meeting will be 
held un 24 June l'«.t at the Queen Elizabeth II Cunierence Centre. BruuJ Sdnuiury. Westminster. London SW IP.IEE on 
24 June IW.l as rumi as the Gciteral Mceimc of Eurotunnel P.L.C commencing at 2.30 pm iLondju timet to tv held on 
■he *.ume Ja% anJ ai the -aims- place -hall haw ended nr tven mlj. -timed. lie the following pu/jw-vs- 


1 To review and approve the annual account* and the 
combined acwinii for the sear ended 31 December 
Iw"*; and to front .i di -eh urge to ihe Directors and 
Coni nii .jirCs atix O'llipics 

2 T” nut e an arpr ,, P n- 'i ,,n r r,, li' and Ii»a. 

3 To approve the agreemeni • listed in the Special 
Report -tf ihe G*mniis suite, am Ciunpics drawn up in 
accordance with atiielcs IUI and IU3 ot the law «■! 
24 July I orai on timim-mul euinpames. 

4 To appoint J Director. 

5 "To aulhonse the Direciors t*i uilot free wurmnLs !•* 

shurehnlders and lo increase Ihe -liure capital by 
i. suing shares re. tilling Irom ihe e«en.ne of those 
warranls. 


6 "To approve modifications to the met bid ot iidjus4ment 

ol warrunLs and share options already issued ot 
granted. 

7 'To authorise the Dilution to increase the shore capital 
by issuing -Junes in a nominal aitioum nen exceeding 
FRF-l .92u.tX10.000 by a way ot preferential rights 
issue. 

8 “To authorise the Director'- ro increase itw share capital 

hy issuing shares to Bechtel Limited und Bechtel 
Internution.il. Inc., shareholders waiving their 
preferential nghls. 

9 ’ Delegation of power* for the completion ol formalities 
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Insfruclium fur allendMiiw und voting for holders nf Bearer Units 

IT you inlead to attend Hie Meetings in person or to vole by post or by proxy, vnu must immobilise your Units ul least 
5 days be tore Ihe Meeting' by in-til) inj ilie bank or Other institution through which your Units are held of v our intention 
n> attend and/or vote If you hold eemtic.uv- in rcvfv:l af your Bearer Units, the eentlieutes themselves musi be deposited 
!nr unmuhili-atM'ii will, one u* ihe banks lisied below ui least S days before the Meetings, you must also cJjuin from die 
i-levjni hank a certific.ile evidencing suefi iminobilisation which, if you are allending the Meetings in person or by prosy, 
vou or vitui rvprvsvnulivt must bring lo ihe Meetings. 


Jf sou Intend Co attend the .Meetings In person. > uu should request an Admission Card through the bank or orher invuminin 
Through which y»ur L nils are Held. II requested in sufficient time, you should icceivc your Admission Card before ihe 
Meetings, in which vase pleo.se hnug it with you. If you ilo noL you may sull anend the Meetings provided lhai >uur Cults 
have been nmnnbili-cd and you bring with you suitable evidence of your identity and ot the immobilisation of your Units. 


irsou do not Intend to attend the Meetings In person. v«i may exercise your voting right- by using the combined provy 
and postal voting form. 

Copies oi provy and pti-iul v..nne Ivnns and other documems including the full text of the resoluuwis to he put to the 
Meetings in tv sent to registered Unnhoiikrs in connection with the Meetings may be obmined from: 


t- ^.lkli Ltnguuge - Naiimtal We-uninMcr Bank Pic. Rcgislmr’s DcparintcnL PO Bov 39. Canon House. Redcliffe Way. 
IJnsiul 7/J-. England iby po-ii - Salomon Brothers In.. One New York Plaza New- York New York ItitXH - citibank. 
J 1 1 Wall Street. New York New York 11X343- The Nomura Secuniies Company Ltd. I -•#-!. Nihonbashi. 1 Chunku. Tokyo 
l„ 3 . Jupj,, - Enskilda FunJkoiimu«iuii. Norrlandsedtan 15. TO Box Ib«i7. Storfcholm 10332. Sweden i available for 
ci <i lection i. - Eomiiiiaires en frum.tiis tpar euurricri BaitqiK Indo^ucz. 9b boulevard Haussnun. 7P00K Pari.s. France - 
Banque Inienutionalc a Luxembourg. 2 bouk-vanl Royal 2W3. laivembourg - Genera Ic de Banque. Monuene du Parc 3. B- 
lijftTi Bmtellu-s. Belgique O Banque Inda.uei Belgique. 40 rue de. Colonies. B-IOW Brovclles. Belnquc. 
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A Fisher sells 
herbs and spices 
to Burns Philp 
for £25m 


By Andrew Bolgar 


Albert Fisher, the food 
processing and distribution 
group, has agreed to sell for 
£25m the herbs and spice busi- 
nesses acquired as part of its 
recent acquisition of Hunter 
Saphir. 

Burns Philp, an Australian 
group which is already the sec- 
ond largest supplier of herbs 
and spices in North America, 
will pay cash for the busi- 
nesses, which comprise two 
plants in the Netherlands and 
a recently rebuilt factory in 
Northampton. 

Albert Fisher paid £29.3m 
for Hunter Saphir in January, 
and assumed debt amounting 
to £9 An. The group has there- 
fore ended up buying the fresh 
produce part of Hunter Saphir, 
which is what it wanted to 
keep, for £l4m. 

Mr Stephen Walls, who in 
July takes over as chairman of 
Albert Fisher from Mr Tony 
Miliar, said he was pleased 
with the outcome. The merger 
of the two fresh produce 
operations had started well. 

Mr Andrew Turnbull, Borns 
Philp’s managing director, 
said: “The acquisition gives ns 
a strong base to enter the 
European industrial food ser- 
vice and consumer spice mar- 
kets, using the knowhow and 
experience we have developed 
in North America." 


ERF, the last independent publicly-quoted 
UK heavy truck maker, launches today its 
new EC range of heavy trucks following a 
four-year, £14m investment programme. 

The EC truck range will play a crucial 
role in the company's effort to recover 
from recession and end three successive 
years of losses. In parallel with the new 
product development programme ERF has: 

• carried out a reorganisation of its 
assembly operations in Sandbach and Mid- 
dlewich. Cheshire; 

• reached agreement with its hourly-paid 
employees to allow team-working and flex- 
ibility in working practices with the 
removal of demarcation lines; 

• entered the continental European mar- 
ket with the establishment of 13 distribu- 
tors in France and five in Spain. 

The EC range, which will replace ERF’s 
existing E-series heavy-duty trucks, has 
been developed during the harshest reces- 
sion endured by the UK truck industry in 
the post-war period. 

ERF has suffered losses for the last 


three years, as the UK heavy truck market 
(above 16 tonnes gross vehicle weight) has 
more than halved with overall UK heavy 
truck registrations plunging to only 16,427 
last year from 38,935 in 1989. 

ERFs production in 1992 fell to 1,904 
from 2,102 in 1991 and 4,319 in 1989. Its UK 
registrations improved modestly by 2.6 per 
cent last year to 1,636 giving it an 
unchanged 10 per cent share of the UK 
heavy truck market. 

Mr Peter Foden, chairman, said yester- 
day that new orders had started to recover 
during the early months of 1993, and the 
company had returned to full time work- 
ing. 

Output had been raised to 10 trucks a 
day, five days a week. During the depth of 
the recession output fell as low as six 
trucks a day with only a three-day week 
compared with a peak output of 21 a day 
in the first half of 1989 before the onset of 
recession. 

Mr Foden said that capacity at the Sand- 
bach assembly plant had been Increased 
from 21 a day to 30 a day on a single shift 
as part of the preparation for the launch of 
the EC truck range. Cab assembly and 


painting has been transferred to the 
nearby Middle wich plant. 

ERF is aiming to increase productivity 
by about 20 per cent as a result of its new 
labour agreement, which has: 

• replaced the separate trades of body- 
builder, fitter, electrician, welder and 
sprayer with a single category of “assem- 
bler"; 

• established team working with each 
member in the 12-15 strong teams trained 
to carry out all of the jobs covered by the 
team; 

• abolished clocking in for a six-month 
trial period. 

ERF has agreed a 4 per cent increase in, ^ 
basic pay rates from July 1 (or the rate of * 
inflation if higher) following a pay freeze 
since July 1992. 

The company suffered a pre-tax loss of 
£2.7m, including exceptional costs of 
£945,000, in the six months to the end of 
September 1992. The second half results 
have been burdened by similar exceptional 
charges of some £Lm arising from the new 
EC truck range launch costs and the costs 
of setting up the distributor networks in 
France and Spain. 
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IAWS shows 
35% advance 
to I£1.19m 


A 35 per cent increase in 
pre-tax profits was achieved 
from lower turnover by IAWS 
Group in the half year to Janu- 
ary 31. 

This Irish-based food and 
agricultural company produced 
I£1.19m (£1.17m) compared 
with I£880,000. Turnover came 
to I£176.2m (I£182.Sm) 

reflecting slightly lower unit 
prices which resulted from the 
strength of the punt. 

Directors said the results 
were good against the back- 
ground of currency difficulties 
and high interest rates. 

The food companies per- 
formed particularly well fol- 
lowing the buy-out of the 
minority in Shamrock 
Foods. 

Purchase of the Hull fish 
meal and fish oil business 
enabled the group to expand 
that activity into the UK for 
the first time. 

Earnings were 0.93p (0.7p) 
and the interim dividend is 
again lp. 


Olivetti UK back in the black 


By Alan Cane 


GOOD HOUSEKEEPING and a 
tight rein on expenses helped 
Olivetti’s UK subsidiary return 
to profit last year despite deter- 
iorating trading conditions and 
felling prices. 

The Improvement seems to 
justify the decision taken at 
the beginning of 1992 to merge 
Olivetti Systems and Networks 
and Olivetti Office into a single 
company. 

Profit before tax was £l.04m. 


compared with a loss of 
£545.000. Turnover was flat at 
£202. 2m (£203 .5m). 

Operating expenses were cut 
from £40.1m to £32.6m and 
interest payments were 
reduced from £5m to £1.6m. Mr 
Paolo Tost Olivetti UK manag- 
ing director, said the improve- 
ment had been the result of a 
review which reduced operat- 
ing expenses by 20 per cent 
Tight control over working 
capital and inventory helped to 
reduce interest costs. 
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Mr Tosi said that the price of > 
hardware had fallen during » 
1992 by an average 40 per cent, 
putting heavy pressure on 
profit margins. 

Olivetti's new range of low 
cost personal computers was 
doing well, Mr Tosi said, with 
revenues up more than 20 per 
cent in the first quarter of 1993 
compared with the same period 
in 1992. 

By comparison, Olivetti as a 
whole lost L649.9bn (£276.3m) 
on revenues of L8,025bn. 


Flotations ahead in first quarter 


FOR THE first quarter of 
this year the number of compa- 
nies floating on the Stock 
Exchange rose from 12 to 
16. 

KPMG Corporate F inan ce 
estimated that 1993 as a whole 
should see more than 90 new 
issues. 

That would be a return to 
the 1991 level after a total of 


70 last year. 

Mr Neil Austin, head of new 
issues at KPMG, said there 
were a great deal more compa- 
nies currently interested in flo- 
tation than at the same time 
last year. 

For some companies flota- 
tion was, however, an inappro- 
priate method of funding 
growth as recovery takes 


root 

"There is a gap between 
development capital, which 
has an important part 
to play, and a full flot- 
ation." 

“It must be hoped that the 
continuing discussions on a 
second market can produce a *. 
viable middle option, " he * 
said. 


NEWS IN BRIEF 


1NCHCAPE has been given 
exclusive import and distribu- 
tion rights throughout Argen- 
tina for agricultural and indus- 
trial tractors made by Fiat and 
Ford and for New Holland com- 
bine harvesters and hay equip- 
ment. Inchcape is investing 
£6.4m to set up a new Argenti- 
nian operation. Agrotec nia. 
OMI INTERNATIONAL has 
acquired Forward Industries 
from Aerospace Engineering 
for £100 cash. In addition OMI 
has discharged bank and inter- 
company debt of Forward 
Industries of £2.37m. 
SHERWOOD GROUP: By the 
April 30 closing date valid 
acceptances of the placing and 
open offer had been received in 
respect of 5.3m shares - over 


100 per cent of the shares avail- 
able. 

SIMS FOOD Group has 
acquired the business and 
assets of Grand Metropolitan's 
hamburger maker, currently 
trading as O akland Fast Food 
and forming part of Express 
Foods (International). Its main 
customers. Burger King and 
Wimpy International, account 
for 83 per cent of turnover. 
WATERGLADE: The contract 
to purchase 12.24m ordinary 
shares (18.48 per cent) In Seaf- 
ield from Fidex International 
Trust has lapsed. The present 
holding by Watergfede and its 
associates is 7.1m ordinary 
(10.72 per cent). The total con- 
sideration for these purchases 
amounted to £477,125. 


NORDIC BANKING 
INVESTMENT & FINANCE 


The FT propos e * ro publish ihu surrey on 
Jin 21 1993 

Professional imetiure in over 160 countries worldwide and 
5-t*s of the Chief Executives in Europe's lar^st companies 
will see ibis lUrsey - 

Reaching this uudivnee or key Jed si cm makers will give you 
the competitive edge for your business In I99J. 


To ad venue in ibis surrey please call 
Enu Phi in Denmark 
1 45 1 3313 444] 

Bradley Johnson in Sweden 
1461 6 791 3295 
Kiisty Saunders In London 
H)7I> 873 4823 

Chris Sctuannuig in Binnuigham 
mill 4544 1)922 
Peter Sorensen in Finland 
(JSSi 0 730 400 
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FT SURVEYS 





A Leading International Investment House 
with interests in 

Banking - Insurance - Industry - Property - Transport 
1992 Consolidated results 


Total net profit after tax 

FF 

571 million 

Dividend maintained at 

FF 

7 per share 

Market capitalisation 
(at March 3lst 1993) 

FF 

9 500 million 

Total shareholder funds 

FF' 

11 050 million 

Bank borrowings 


NIL 




Conditions in mostofthe industrial andfinmaal areas in which we operate 
have yet to show significant signs of improvement. ^ 


However, our operations are almost all leaders in their own amts ofaedritv and 

mtmi™ pafom Hsa m tom “ 


competitors - as they 


Nicholas CUVE WORMS 
Senior Partner 




For further enquiries, please call babelle de Noailles - Td : (33-1) 42.66.90.80 
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COMPANY NEWS: UK 


Benefit of sterling devaluati o n and fall in green pound offset one-off charges 

20% expansion for Tate & Lyle 
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ByMaggteUny 

TATE & LYLE, the sugar and 
sweeteners group, lifted half 
year pre-tax profits by 20 ner 
omt to 2107.6m, and Is Increas- 
ing its interim dividend by 7.5 
per cent to 43p. 

Mr Neil Shaw, executive 
cnamnan, said the group was 
confident of mairfng “good 
progress for the year as a 
whole”. In the last financial 
yrar it suffered its first profit 
fell for 14 years. 

He said the gToup was 
looking at more investment 

projects than ever before. 
These i n cluded markets such 
as China, Russia and south- 
east Asia. 

The. current year should see 
profits fTom the Hungarian 
sugar and starch operations, 
he said, although the potato 
starch plant in eastern Ger- 
many, opened last autumn, 
was suffering from oversupply 
in the market. Progress on 
sucralose, a low calorie sweet 
ener, and Stellar, a low-calorie 
fat substitute, had been slower 
than Tate had hoped, however. 

The shares fell 8p to 397p. 

Devaluation of sterling and 
the fall in the green pound 
aided profits for the 28 weeks 
to March 27. Translation gatra 


added £7 .4m, and another £4m 
came from better sugar mar- 
gins because of hi g he r prices 
caused fay the green pound fall, 

and a £3m stock profit also 
came from the green pound’s 
move. 

However, Mr Paul Lewis, 
deputy chairman and group 
finance director, said there 
were also oneoff costs in the 
half year, such as £4m relating 
to the five month strike at 
Domino Sugar's Brooklyn refi- 
nery in the US, and another 
£4m to bring the overseas pen- 
sion funds up to UK account- 
ing standards. 

The figures also included an 
amount, believed to be 
appro achin g £lm, of compensa- 
tor to Mr Stephen Brown, the 
former chief executive whose 
departure was announced in 
March. Mr Shaw said there 
was no intention to replace Mr 
Brown from outside the com- 
pany. 

There were four contenders 
fat the post within the group, 
running the four main divi- 
sions, and one of these could 
become chief executive in the 
next two to three years, Mr 
Shaw said. 

Profits for the comparable 
half year were restated at 
289.7m, down £2L3m, because of 
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a change in accounting for 
employees post-retirement 
health benefits. 

Turnover rose 13 per cent to 
£L85bn, and operating profits 
were up 12 per cent to 2127.2m. 

Operating profits from sugar 
in North America fell 20 per 
cent to 217.3m, affected by the 
Domino strike and by weak 
prices and oversupply in the 
market That was more than 
offset in the UK, European and 
Australian sugar operations 



where profits rose 30 per cent 
to £5lm. UK profits were 
boosted by the green pound 
and by improved productivity, 
while in Australia there was a 
record tonnage produced. 

The geographical mix was 
reversed in sweeteners and 
starches, with Neath American 
profits up 24 per cent to 
234.9m, on the recovery at 
Staley, but European profits 
fell 18 per cent to 221.5m. 

Profits from sugar by-prod- 


Nefl Shaw; four contenders for 
chief executive position 

ucts rose 47 per cent to 216.6m. 
Associates profits were up 
from 23.1m to £4J3m. 

The net interest charge fell 
from 226.7m to 224.4m. Strong 
cash flow reduced the bill but 
translation of overseas debt 
pushed gearing up slightly to 
92 per cent, which is a seasonal 
peak. 

Fully diluted earnings per 
share ware up from 123p to 
153p. 

See Lex 


Cheltenham to take over Heart of England 


fy John Gappor 

CHELTENHAM & Gloucester Building 
Society yesterday, disclosed that it will 
take over the marginally profitable 
Heart of ' En gland Building Society fol- 
lowing the' collapse in March of an 
attempt to do so by the Bank of Edin- 
burgh. 

Mr Andrew Lohghutst^ C&G chief 
executive, said the proposed merger 


was "not a rescue”. It bad assessed 
Heart of England's mortgage book and 
assets .closely following a problematical 
merger with the Portsmouth Building 
Society in 1991. 

“We have said before that we're not 
in the rescue business, and this is not a 
rescue,” he said. Heart of En gland was 
a “middle En gland society with a mid- 
dle of the road mortgage book quite 
imlilra the Portsmouth", he added. 


C&G’s pre-tax profit for 1992 fell 29 
per cent after making £211m provisions 
against bad and doubtful debts, which 
includ e d 290m against tnana inherited 
from the Portsmouth, a society with a 
poor mortgage book. 

C&G, the sixth largest society with 
assets of £16bn. Indicated that it may 
close 12 of Heart of England's 50 
brandies which overlap with its own. 
Heart of England members will vote on 


the proposal on June & 

The society said that because its 
reserve to assets ratio of 454 per cent 
was higher than Heart of England’s 422 
per cent, it would not pay a bonus. 
Heart of England members would earn 
extra interest, and get a discount on 
new mortgages. 

Heart of England, based in Warwick, 
had assets at February 28 of £lbn, and 
pretax profits for the year were 21.6m. 


Rationalisation helps Serif cut loss to £943,000 I James Beattie falls to £6.83m 


bJacA' 


Losses at Serif, the 
USM-quoted specialist printer 
and packag in g group, were, cut 
from £2Hm to £943,000 pre-tax 
for the year to the end of 
December. 

The period was one of ration- 
alisation and reorganisation. 
Sales of continuing activities 
amnmitwi to £ZL4m (BSBfinn) 


Operating costs were reduced 
to £2L8m (£38.5m) and excep- 
tional provisions were £849,000 
(£L04m). 

Tax took £80,000 (£294,000) 
and after extraordinary 
charges of £795,000 (£5m) the 
retained loss emerged at 
PTiBfrn (£7.52m). ' 

Losses per share were lower 


at 41p, compared with 

10.1p. 

The company is proposing a 
capital reduction in order to 
resume ordinary dividend pay- 
ments. 

Mr Alan Breaker is to retire 
as chairman. He will be suc- 
ceeded by Mr John Pryke, the 
chief executive. 


Profits at James Beattie, the 
West Midlands- based stores 
group, declined from £7.73m to 
pre-tax over the year 
ended January 31. Sales, exclu- 
ding VAT, improved 10 per 
cent to £74&n. 

Investment income and 
interest fell 24 per cent to 
£l_89m. learnings per share 


slipped to 9.8p (ll.3p) but an 
increased final dividend of 46p 
lifts the total from 5.75p to 6p. 

The directors said the results 
were achieved in a retail cli- 
mate “dominated by unremit- 
ting trading pressures through- 
out the year.” The company is 
due to open its ninth store, at 
Aylesbury, in September. 


RTZ says 
no decisive 
rise likely 
this year 

By Kenneth Gootfing, 

Mining Correspondent 

RTZ, the world's biggest 
mining company, would have 
to wait at least until 1994 for a 
really decisive improvement in 
operating results, said Sir 
Derek Birkm, chairman, at the 
annual meeting yesterday. 

Nevertheless, in spite of a 
high level of capital invest- 
ment, RTZ’s cash Dow would 
remain strong and the balance 
sheet robust. 

Sir Derek' suggested that, 
although most metals prices 
would probably go no lower, 
“recovery to higher price 
levels will be a slow 
process.” 

RTZ had not not been sur- 
prised by the recent steep fell 
in copper prices but this was 
the most important metal for 
the group and every 10 cent 
per rb movement in the price 
affected net earnings by 
£60m. 

Economic recovery In North 
America, “and I hope just com- 
mencing in the UK,” would 
benefit RTZ’s industrial 
operations and the probable 
changes in the US dollar-ster- 
ling exchange rate *hic year 
would also have a beneficial 
impact on earnings reported in 
sterling. 

As usual the meeting was 
enlivened by questions and 
protests from action and inter- 
est groups about RTZ activi- 
ties worldwide - this time spe- 
cifically about mining in 
Richards Bay, South Africa, in 
Honduras and Nevada. There 
were also questions about 
directors' bonuses and 
whether the auditors should 
be changed to revent them and 
RTZ becoming, “too chummy.” 

Sir Denys Henderson, the 
non-executive director who 
heads STZ's remuneration 
committee, defended the deci- 
sion to increase directors' 
bonuses last year by 48 per 
cent to £160,386 on the 
grounds that the company 
needed to attract, motivate 
and retain the best talent 
available. 

He pointed out that total 
directors' payments were up 
by 2 per cent last year which 
was “not unreasonable.** 


RPC flotation to 
raise £30m and 
give £75m value 


By Maggie Urry 

RPC GROUP, the rigid plastic 
packaging company, has issued 
the pathfinder prospectus for 
its flotation later this month. 
The float is expected to value 
the group at about £75m and 
raise over 230m. 

Of the shares sold, 65 per 
cent will be placed with insti- 
tutions and 35 per cent will be 
available through a financial 
intermediaries offer. 

The price of the shares will 
be announced on May 18. 

The prospectus showed that 
operating profits for the year 
to March 31 rose from £4 .96m 
to £&95m, on sales ahead 10.2 
per cent at 263.7m. 

It said that the new financial 
year had started well with 
“encouraging” order levels and 
production activity across all 
its product ranges. 

Since the group completed a 
£33. 4m management buy out 
two years ago profits have 
risen 2 Vi times. 

CTNVen, which backed the 
MBO, is to retain about 25 per 
cent of RPC’s shares after the 
float Management and employ- 
ees will have about 20 per cent. 

Unusually, RPC will increase 
its debt through the flotation. 
It will use more than the 
money raised to redeem prefer- 
ence shares and buy back 
shares from existing investors 
including 1 staff. 

As a result the group will 
add about £43m of debt, with 
gearing rising from virtually 
nil. prior to the float, to nearly 
20 per cent afterwards. 

RPC's directors said they 
were confident that the compa- 
ny's strong cash generation, 
which has allowed it to repay 
212m of debt and invest 
another £12m since its MBO, 
meant taking on debt would 


not be a problem. 

RPC has about 10 per cent of 
the rigid plastic packaging 
market in the UK, making 
it the second largest partici- 
pant 

No one customer accounts 
for more than 5 per cent of 
sales, and 44 per cent of its 
turnover is in food containers. 
Packaging for surface coatings, 
mainly paints, represents the 
largest single part of turnover 
at 21 per cent 

Mr Ron Marsh, chief execu- 
tive, said RPC had an excellent 
opportunity to become the 
dominant manufacturer of 
rigid plastic packaging in the 
UK market 

This type of packaging has 
been growing Easter than oth- 
ers, for example, as it was sub- 
stituted for other materials 
such as metal and glass. 

Paints used to be packed in 
cans, but now more than half 
the market for emulsion paints 
was in plastic pots. 

About 35 per cent of tomato 
ketchup was now sold in 
squeezy bottles instead of 


RPC is keen to expand into 
packaging for toiletries and is 
also looking at making Euro- 
pean acquisitions. 

The prospectus said that 
prices of polymers, the main 
raw material accounting for 29 
per cent of group costs, were 
beginning to rise after 
falling significantly since 
1991. 

Mr Marsh said that 30 per 
cent of group turnover was on 
contracts where prices were 
linked to polymer prices. 

He said there had not been a 
significant benefit from failing 
prices over recent years. 

Baring Brothers is the mer- 
chant bank and Cazenove the 
broker to the issue. 


Buy-out at Inenco for £10m 


Inenco, a consultancy group 
specialising in cost-savings on 
energy, water and telecommu- 
nications. has been bought 
from its founders by its man- 
agement for about 210m. 

The deal, which ensures 
independence and manage- 
ment succession, is backed by 


3i and Montague Private 
Equity with £6m of equity and 
loan finance. Barclays Is pro- 
viding 23.5m of debt facilities. 

Inenco is based in Lanca- 
shire. It has 3,500 customers 
and last year achieved £20m of 
savings for them, making 
£1 5m profit on £8m turnover. 


quartet * 
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Which Swiss bank 
held the key to M&A 
in Europe in 1992? 


Adviser 

Value £m 

No of deals 

1 S G Warburg (4*) 

4,465 

24 

2 Goldman Sachs (1) 

4,129 

28 

3 Lazard Houses (5) 

3,808 

22 

4 Swiss Bank Corporation (19) 

3487 

9 

5 JP Morgan (10) i<f _, 

3,203 

12 


' 1991 nuking 


Source: Acquisitions Monthly 


. v 
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In 1992 Swiss Bank Corporation confirmed its position as a leading financial 
adviser in European Mergers and Acquisitions and was ranked among the 
top four investment banks by Acquisitions Monthly. Swiss Bank Corporation 
acted in 30 deals across Europe and 40 deals worldwide, with a total value 
of approximately US$13,000,000,000, including acting as sole adviser to 
Elsevier NV in its merger with Reed International pic - the year’s largest 
European cross-border deal. Our industry specialisation and local market 
expertise held the key to our success in 1992 - and hold the key to yours in 1993 . 


Swiss Bank Corporation. 
The key to M&A. 


SBC Client 

financial Services: 

Allstate Insurance Company 

Eagle Star Holdings PLC 


UTASpA 
Fend ft Beverage: 

Federconsorzi ft tbe Court or Rome 

KAFU - Wasmund 
HandelsgesellschaA GmbH 

Marr Holdings Limited 

National Foods/Riley Carp 

Media ft Telecommunications: 
Ascom Holdings 

Blockbuster Entertainment Corp 

Elsevier NV 

Terreal SA 

Paper & Packaging: 

Biber Holdings AO 
Cragnotti ft Partners 

JA/Mont Holdings NV 

SBC DB Capital Partners 

Others: 

Cementi Pmve 

JndusirifSrvalinings AB Kinnevik 
Tbe Polish Government 


Transaction 


Estimated value 
oflYansaction 


Adviser on (he disposal of Allstate Reinsurance Co Ltd's 

Swiss branch Ltd to General Reinsurance Group. Undisclosed 

Adviser on the split disposal of the lire business and general 

business of Australian Eagle Insurance Company Ltd to Lend 

Lease Corp and QBE Insurance Lid respectively. £130,000,000 

Adviser on the disposal of 50% stake in UTA to Willis Corroon pic. Undisclosed 


Adviser on the sale of Fediial, the leading food manufacturer 
and distributor in Italy. 

Adviser on the sale of food retailing subsidiary Gottlieb 
Handelsgesellscbaft GmbH to EDEKA Baden-Wurttemberg 
Handelsgesellschaft GmbH. 

Adviser to the Management Group and lead equity investor 
in the MBO of a 196 public house estate. 

Adviser to both companies on the merger of certain food 
businesses. 

Adviser on the acquisition ofTimeplex, Unisys' 
multiplexer telecommunications equipment subsidiary. 
Adviser on Joint Venture with Virgin Megastores in Europe, 
USA ft Australia. 

Sole adviser to Elsevier NV on the merger with Reed 
International pic. 

Adviser loTbrreal SA on the sale of a stake in Antena 3, 
an independent Spanish TV channel. 

Adviser on the sale of an interest in Attisholz Holding AG. 
Adviser to Cragnotti ft Partners on the purchase of a 
50% interest in JA/Moni Holdings NV from Montedison. 
Adviser to the Italian /American Joint Vbnnire on the sale 
of Kaysersberg Packaging SA lo David S Smith PLC. 

Adviser on the sale of Leigh Mardon to Amcor Limited 
(MBO investee business of SBC DB Capital Partners). 

Adviser to Cementi Piave in its merger with Cementi Verona 
and Cementi Rossi. 

Adviser on the sale of a 95% holding in the speciality steel 
maker, Kloster Speedsteel AB, to Eramct SLN of France. 
Adviser on the sale of a 51% interest in Hma Warszawa SA 
Lo Lucdhini SpA and negotiation of terms of a Joint Venture. 


Undisclosed 


Undisclosed 


£30,000,000 
AS 149,000,000 


USS203,000,000 

Undisclosed 


£5,900,000,000 


Undisclosed 


Undisclosed 


USS 850.000.000 


£154,000,000 


A 5273,500,000 


Undisclosed 


SKr 944,000.000 

ECU 53,350,000 


Swiss Bank Corporation acted as an adviser on a total of 40 transactions 
in 1992 aggregating approximately US$13,000,000,000 equivalent value. 



Swiss Bank 
Corporation 

The key Swiss bank 



Swiss Bank 
Corporation 

The key Swiss bank 
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Zinc price slide triggers 
more cuts in production 


By Bernard Simon in Toronto 
and Kenneth Gooding in 
London 

LOW ZINC prices are forcing 
additional production cuts to 
be made by Noranda, the Cana- 
dian natural resources group, 
and its 50 per cent-owned asso- 
ciate, Falconbridge. 

In February the two compa- 
nies said that output of zinc in 
concentrate (an intermediate 
product.) from their Gve mines 
in Canada would be reduced 
this year from the 573.000 
tonnes produced last year to 

530.000 tonnes. Yesterday they 
said that output would be only 

500.000 tonnes. 

Noranda predicted that its 
action, to be achieved through 
longer s umm er shutdowns and 


revised mining plans, would 
"make a substantial contribu- 
tion towards restoring balance 
in the zinc market". The mar- 
ket’s first reaction was favour- 
able and zinc for delivery in 
three months on the London 
Metal Exchange rose to $1,040 
a tonne, traders said. But this 
stimulated selling and the 
price closed at $1,024.25 a 
tonne, down 52. 

"Once the market realised it 
was an additional cut of only 

30.000 tonnes the panic short- 
covering subsided," said Mr 
William Adams, analyst at 
Rudolf Wolff, the commodities 
broker. "To put that in per- 
spective. the last rise in LME 
stocks was of 15.000 tonnes and 
the stocks stand at 636,800 
tonnes." 


Mr Nick Moore, analyst at 
Ord Minnett, part of the West- 
pac banking group, said: “This 
helps sentiment a little but, 
given the stocks and the out- 
look for zinc, this won’t turn 
thing s round". 

Zinc production cuts have 
been announced by several 
other companies. But the 
recent spring meeting of the 
International Lead and Zinc 
Study Group, an intergovern- 
mental organisation, produced 
a gloomy review of prospects, 
saying that output cuts in Can- 
ada and Japan this year would 
not fully compensate for 
increases in Latin America and 
Korea. Also exports to the west 
from the former eastern bloc 
countries were likely to remain 
"substantial.” 


Gold demand ‘up 24%’ in first quarter 


By Kenneth Gooding 

GOLD DEMAND in markets 
monitored by the World Gold 
Council rose by 24 per cent to 
632 tonnes in the first quarter 
of this year compared with the 
same months of 1992. The 
council is a promotional organ- 
isation financed by gold pro- 
ducers and the markets moni- 
tored cover about 75 per cent 
of world demand. 

This jump in demand coin- 


cided with very weak gold 
prices and the price dropped to 
S326.15 a troy ounce on March 
10, the lowest for seven years. 
Prices ranged between $326 
and S331 an ounce in the quar- 
ter. 

According to the council the 
developing markets continued 
to drive gold demand growth. 
In Asia first-quarter demand 
was up 22 per cent at 243 
tonnes and in the Middle East 
and India it was up 56 per cent 


to 203.1 tonnes. 

Following liberalisation of 
the gold market in 1992, 
demand in India soared by 93 
per cent in the first quarter to 
114 tonnes. 

However, gold jewellery 
demand in the developed mar- 
kets toll by 2 per cent to 131 
tonnes with a 4 per cent 
increase in US consumption 
being offset by an 8 per cent 
fall in Europe while Japanese 
demand remained flat. 


Strikes plunge plantations into crisis 


By Shiraz Sidhva on Now Delhi 

LABOUR UNREST in Kerala. 
Southern India, has plunged 
rubber, tea, and coffee planta- 
tions in the area into a crisis, 
with frequent strikes causing 
heavy production losses. 

Talks between Mr N. Ramak- 
rishna, the state labour minis- 
ter, and trade union leaders of 
the Plantation Labour Commit- 


tee have failed, with the com- 
mittee putting forward further 
demands and the government 
unwilling to revise wages, say- 
ing that losses had already 
been suffered as a result of 
wage increases worth Rslm 
(£350,000) a year acceded to in 
February. 

A single day’s token strike 
by plantation workers agita- 
ting for increased wages and 


cost of living allowances last 
week, resulted in production 
losses of 300,000 kg of tea. and 

150,000 kg of rubber, besides a 
loss of 450,000 working days 
and Rsl7.8m of revenue. The 
Kerala state government lost 
Rsl.lm by way of sales tax in a 
single day. 

The plantation industry, Ker- 
ala’s largest, employs 450.000 
workers. 


NY coffee 
futures fall 
still further 

By David Blackwell 

NEW YORK'S arabica coffee 
market was again in steep 
decline in late trading yester- 
day as ffie roller-coaster ride 
of recent weeks continued. 

The July contract was off 
more than 2 cents at one stage 
at 56.25 cents a lb after an 
overnight fall of more than 5 
cents. London’s July robusta 
market foUowed cautiously, 
trading only 300 lots in the 
first one and a hal f hours, and 
closed down $29 at $860 a 
tonne. 

Last week nearby New York 
prices rose by more than 9 
cents after US certified stocks 
fell by 100,000 bags (60 kg 
each). Analysts in London yes- 
terday suggested that the fall 
in the high level of stocks had 
been taken as the first evi- 
dence that a widely-expected 
drawdown in stocks for the 
1992-93 year had begun. 
Funds, commission houses 
chartists and speculators 
plunged into the market 

A further fall was expected 
this week, but in the event US 
stocks rose by 15,000 bags to 
5.58m bags - and last week’s 
buyers bailed out 

“The market has been flying 
In the face of fun damentals ,” 
said Mr Lawrence Eagles, ana- 
lyst with GNI, the London 
futures broker. "People are 
going to have to revise their 
prodnction and consumption 
estimates for 1992-93.” 

He believes the figures will 
show the market to be in bal- 
ance for the season just ended, 
and is expecting production to 
exceed consumption by 5m 
bags in 1993-94. 

One London trader said he 
had been surprised at the 
speed of New York’s retrace- 
ment on Tuesday, but the dose 
below 60 cents a lb made it 
inevitable the market would 
fall further. He suggested 
strong support between 54 and 
56 cents a fi). 


Aluminium depression forecast to continue 


By Frances Williams in Geneva 

ALUMINIUM PRICES are 
expected to remain depressed 
this year, with higher demand 
offset by increased production 
capacity, according to the 
United Nations Conference on 
Trade and Development 

Unctad. which last week 
hosted a meeting of bauxite 
consumer and producing coun- 
tries, reckons that at current 
prices more than half the 
world's aluminium capacity 
(excluding eastern Europe and 
the socialist countries of Asia) 
is operating at a loss. 

Unctad foresees a rise in pri- 
mary aluminium production 


capacity of about 570,000 
tonnes in 1993. broadly in line 
with 3 to 4 per cent growth in 
demand. This, it says, implies 
little or no reduction in record 
stocks of about 1.7m tonnes 
accumulated in London Metal 
Exchange registered ware- 
houses, equivalent to more 
than a month's global con- 
sumption of primary alumin- 
ium. 

Further cuts in capacity util- 
isation and closures of high- 
cost smelters may be needed to 
avoid a complete collapse of 
the price this year, Unctad 
warns. 

Aluminium prices fell from a 
high of about $2,100 a tonne in 


September 1990 to below $1,100 
a tonne late last month. That 
reflected recent increases in 
production capacity, the steep 
climb in exports from the for- 
mer Soviet Union and the 
maintenance of output despite 
low prices. 

The prices of upstream prod- 
ucts. alumina (aluminium 
oxide) and bauxite (aluminium 
ore), have also been affected. 
Unctad notes. Prevailing prices 
for alumina are insufficient to 
justify investment in new 
capacity, which could restrict 
supply in future years, it says. 

Guinea is by tor the biggest 
bauxite exporter, followed by 
Brazil and Australia Australia 


is the leading exporter of alu- 
mina. while Canada, the US 
and Norway head the export 
rankings for unwrought alu- 
minium. 

The former Soviet republics 
have boosted annual exports 
from between 200,000 and 

300,000 tonnes a year to 
between 800.000 and 900,000 
tonnes in 1991 and 1992. accord- 
ing to Unctad. 

The increase is equivalent to 
about a quarter of previously 
estimated Soviet consumption. 
Though the flood of ex-Soviet 
aluminium exports may abate, 
Unctad believes they will stQl 
top 500,000 tonnes this year 
and next. 


Mexican silver close to melt-down 

Low prices are threatening many mines, writes Damian Fraser 

... — . , ... . , _ 1 j ..... ii, if nf silver and meta 


M EXICO’S SILVER 
industry is facing 
crisis. “Everything 
you see out there is due to 
silver” says Mr Raul Rodriguez 
Marquez, planning minister In 
the once fabulously rich Mexi- 
can state of Zacatecas. “Now, 
what’s certain, and it's no 
secret, mines are going to 
close." 

Mexico is the world's largest 
silver producer, accounting for 
about one seventh of total out- 
put. But the silver industry, 
once the backbone of the coun- 
try's economy, with production 
sustaining both New and Old 
Spain for more than two centu- 
ries, is in now trouble. 

World stiver prices tumbled 
from more than US$50 a troy 
ounce in 1960 when the Hunt 
brothers tried to corner the 
market, to an average of $7 an 
ounce in 1967 and about $3.90 
in the first quarter of this year, 
though a recent recovery has 
since lifted it above the $4-20 
mark . Hundreds of smaller 
min es have already been 
closed or restructured, forcing 
thousands out of work. Mr 
Jaime Lomelin of the Pennies 
group, the largest silver pro- 
ducer in the world, reckons 
that no more than 20 low-cost 
Mexican mines will survive the 
current shake-out Given cur- 
rent prices, his group has 
stopped exploring for more sil- 
ver. 

Earlier this month, the gov- 
ernor of the state of Zacatecas 
ann ounced closure of the mine 
at Real de Angeles - the larg- 
est open pit silver mine in the 
world, with annual production 
of about 250 tonnes. With it 
would go some 400 to 500 jobs 
directly and another 800 indi- 
rectly. 

Mexican mints are particu- 


larly sensitive to low silver 
prices because they tend to 
produce silver as a primary or 
co-product with currently loss- 
making metals such as lead or 
zinc, whereas, say in the US. 
the second largest silver pro- 
ducer, mines generally axtract 
silver as a by-product of cop- 
per, which is still just about 


ity - a bad year would put 
them out of business. The new 
satellite te chn ology that allows 
large mining companies to 
detect silver deposits under the 
ground is rendering much of 
their explorative work redun- 
dant 

Up to now overall Mexican 
silver production has held up. 


"What is irrational is to carry on 
taking out silver when losing 
money on operations, while also 
reducing your reserves.’ 


profitable. 

Mr Jose L Villanueva, direc- 
tor-general in Mexico’s minis- 
try of energy, min es, and state 
industries, says: "I think we 
are at the limi t, a price of 
around 53.60 would make any 
company in the world worry”. 
He warns that production 
could crash if prices do not 
rise. 

Until recently, the worst 
affected in Mexico had been 
the hundreds of sm«n mines 
and the individual miners who 
scour the landscape looking for 
silver and other metallic ores. 
Mr Rodriguez Marquez, the 

head erf planning , min us and 

tourism in the state of Zacate- 
cas. says in his state alone 
about 80 to 90 out of some 270 
small mines have closed in 
recent years. The Petioles 
group has closed down seven 
of its smaller mines in the past 
five years while increasing pro- 
duction in the 11 larger, miner- 
ally richer ones. . 

The small mines have the 
highest costs, often little 
access to capital and no liquid- 


thanks to greater efficiency in 
the larger mines - which 
account for about 85 per cent 
of production. Mr Lomelin says 
his remaining mines produce 
at some of the lowest costs in 
the world and could survive at 
a silver price of $3.50 an ounce. 
However, with the imminent 
closure of Real de Angeles, the 
mining ministry expects non- 
refined output this year to fell 
to 1.805 tonnes, from 2,098 last 
year, and 2J230 in 1991. 

The mine at Real de Angeles, 
owned 51 per cent by Empresa 
Frisco of Grupo Carso, and 49 
per cent by the Canadian com- 
pany Placer Dome, is closing 
principally because of lower 
silver prices, and recent fells in 
prices of the mine’s by-prod- 
ucts, zinc and lead. But after 
more than 10 years of intensive 
exploitation, the quality of the 
ore has deteriorated, while the 
cost of r efining has increased 
three times, and reserves were 

falling 

Mr Carlos Slim, the president 
of Grupo Carso, says the do- 
sure is temporary, while prices 


of silver and metallic bi-prod- 
ucts remain low. The company 
will continue to look for sifter 
in the area, and Real de 
Angeles will be kept in operat- 
ing condition in case silver 
prices rise a ga in . “What is irra- 
tional" says Mr Slim, “is to 
carry on taking out silver 
when losing money on 
operations while also reducing 
your reserves." 

The closure will leave two 
neighbouring towns of Nona 
de Angeles and Real de 
Angeles without any source of ■ 
employment. "It is going to hit 
us very hard. Almost the entire 
population of the area worked 
there." says Mr Marquez. “The 
region is not fertile, the rain is 
not generous and the people 
are accustomed to working in 
just one industry.” 

Among the villagers of Real 
de Angeles there is bitter 
resentment at the treatment 
they have received at the 
hands of the government and 
mining company. The village 
itself was moved from the old 
site to make way for the mine 
in 1981 - but the promised 
riches residents felt they were 
going to receive never materi- 
alised. The mine has already 
cut the labour force from 2JiOO 
in 1987 to 500. 

“They were supposed to com- .+* 
pensate us." says Mr Marco * 
Antonio Mora, a 24-year-old 
who once worked at the mine. 
“But what they gave us was 
not that much.” The village's 
new houses have been built 
with aluminium roofs, malrfng 
them like ovens in the sum- 
mer, and In place of the prom- 
ised gardens and patios is a 
large dusty gravel square. 
Many worry that the town will 
die when the mine doses and, 
they fear, the water is cut off. 


Big rise seen in European gas market 


By Karen Fossli in Oslo 

THE EUROPEAN gas market 
is likely to enjoy a period of 
sus taine d growth over the next 
20 years, according to a report 
soon to be released by Wood 
MacKenzle. the Edinburgh- 
based energy analyst 
But while it sees annual 
demand growth averaging 3.1 
per cent for the present decade, 
it warns of a significant supply 
gap developing from the mid- 
1990s. 

WoodMac forecasts that 
European gas demand will rise 
to about 485bn cubic metres a 
year in the year 2000 from 
353bn cumin 1992, fuelled by 
strong demand for natural gas 
in the power generation sector. 
The proportion of gas in use in 
the power generation sector is 
expected to rise from about 16 
per cent in 1992 to 34 per cent 
by 2010. 

The analyst says that Ger- 


many, Great Britain. Italy, the 
Netherlands and France will 
continue to dominate overall 
European gas demand until 
2000, but their combined share 
of total demand is forecast to 
slip to 64 per cent in 2010 from 
70 per cent in 1992 as new mar- 
kets like Spain and Sweden 
emerge. 

However, WoodMac warns of 
a “significant supply gap" from 
the mid-1990s, which will hit 
96bn cu m a year by the year 
2000 and widening to 360bn cu 
m by 20.10. 

“Whilst' part of this gap in 
the longer term can be closed 
by the extension of existing 
supply contracts, significant 
new volumes of gas are 
required,” it says. 

“Although we consider that 
significant, additional indige- 
nous production above cur- 
rently contracted levels is pos- 
sible from the North Sea, the 
remaining gap in supply dur- 


ing the late-1990s is a major 
concern.” 

Norway, which supplied 
Europe with 9 per cent of its 
overall demand in 1992, has 
considerable potential to 
increase gas supply but the 
substantial extra investments 
required to upgrade gas dehv- 
erability must be justified by 
an adequate return on invest- 
ment 

“In this regard, the current 
Troll price negotiations could 
be crucial given the status of 
the Troll contract as a bench- 
mark for future ga^' supplies,” 
Woodmac says. 

Norway’s remaining recover- 
able gas reserves are estimated 
at 2.800bn cu m, of which some 
56 per cent remains to be con- 
tracted. The pipeline capacity 
of Norway’s transmission sys- 
tem to the continent will reach 
46bn cu m a year in the mid- 
1990s with potential for expan- 
sion to 67bn cu m. 


Denmark’s 
slaughtermen 
to end strike 

By Hilary Barnes In 
Copenhagen 

A RETURN to work by 16,000 
Danish slaughterhouse work- 
ers is expected on Monday 
following a strike over wages 
and working conditions that 
began on April 26. 

A compromise agreement 
was reached yesterday 
between the Food Workers’ 
Union and the employers. But 
before it comes into force it 
must be approved by a ballot 
of union members over the 
next few days. 

The stoppage, which halted 
meat and bacon exports, was 
the first in the Danish abattoir 
industry for ten years. It began 
after collective wage negotia- 
tions broke down and the 
union rejected an arbitration 
proposal 


WORLD COMMODITIES PRICES 


MARKET REPORT 

ALUMINIUM closed near five-week 
highs on the LME in active trading, 
three-month metal touching $1,169 
a tonne at one stage. The market 
was underpinned lay speculative 
buying, investment fund purchases 
and short-covering. Caution ahead 
of US labour contract expiries at 
the end of this month also 
encouraged the market to break 
resistance around $1,150. COPPER 
moved away from its lows helped 
by news that El Tenlente in Chile 
might be closed for five days 
because of recent rains. Copper's 
movements were largely dictated 
by technical factors, with May 
option expiries passing without 


London Markets 


SPOT MARKETS 

Crude oil (per bOTOl FOHHMay) 
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surprises. GOLD fixed at $354-25 
a troy ounce in the afternoon 
against $352.75 in the morning 
after physical demand pushed 
Comex higher shortly after its 
opening. But they were slightly 
concerned about the choppy nature 
of the market despite Its moving 
to a couple of dollars above its 
key $352 support level, which was 
tested twice. Below this the next 
buffer was at $348; on the upside, 
$357-$358 was seen attainable 
this week with $360 a more 
formidable task, dealers said. 


Compiled from Reuters 


SUGAR 

- London POX 

(S per tame) 

Write 

Close 

Previous 

High/Low 


Aug 

301.00 

302X1 

30300 29900 


Oct 

282X0 

394-00 

29400 289 50 


Dec 

291.00 

29a 70 

282.00 289.10 


Mar 

281.00 


38300 28850 



WMle 723 (1190 POTS- Whte (FFr per tomeC 
Aug 1814.05 Oct 1571.42 


CRUDE OR. 

,-tPC 


S/bamri 


Latest 

Previous 

WtfVLow 

Jun 

19.12 

1906 

18.12 1808 

Jul 

19.10 

1903 

18.10 1807 

Aug 

19.14 

iaio 

18.15 18.06 

Sep 

19.18 

1020 

10.19 18.13 

Oct 

19.20 

1920 

1120 19.15 

Nov 

19.20 

19J7 

1950 19.18 

Dec 

19.24 

18-28 

1*26 1*24 

Jan 

1B20 
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Ipgtodex 

18.21 

18.18 

1901 


Turnover 16778 (27267) 


GISOL-K Store 



Close 
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HigtVLow 

May 

179.75 

179.75 

18050 17900 

Jun 

177.50 

177.25 

178.00 176.00 

■Hi 

17025 

17700 

17700 176.00 

Aug 

177.25 

17BL2S 

17800 177.25 

Sep 

178.75 

179.00 

17050 17850 

Oct 

181.75 

182J5 

181.75 18100 

Nov 

183.78 

1B&S0 

183.75 18326 

Dec 

1652S 

18125 

16305 


Tienover 10764 (154571 lote of 100 tomes 


WOOL 

Lost Max’s government package o< manna 
hdptuf to Auatraian wool producers facing 
m e wm iritatiy low prices was w ete o mod ki 
me trade as a wtarie but seems to have dona 
little to Improve demand. Only amafl -scale 
orders ere indicated and prices remain 
extremely competitive. The Australian Wool 
Coronation's martet indcator ms 6 cents 
higher at 38S cents a kg. On May 5. urith Bner 
margvts gaining retalMiy wtiL The rain wool 
market problem of oreMoppiy lemetaa. 


COCOA 

- Lester 

l POX 

E/torms 


Ctose 
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HghfLow 
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662 
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Hi 
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Sep 
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Turnover 2857 (3750) lots oMO tonnes 
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far May 5 715.74 (718.88) 10 day overage tor May 4 
718X0 (717.88) 
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■ Loptenrax 

S/tonne 
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HtghtLow 
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848 
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Hi 
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POTATOES - Loadoa POX 
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• 
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Turnover 34 (127) lots ot 20 tonnes. 
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. 
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■ 
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Turnover 20 (0) tote of 20 toms. 




SlOrindas paint 





does 

Previous 

MghAaw 
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1540 

1560 1544 
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1441 

1435 

1441 1434 

Jul 

1305 

1300 

1305 1295 
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1557 
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Timover 329 (411) 

QRA1R3 - London POX 

Cftonne 

Wheat 

Owe 

Previous 

ftgnftjdw 
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144.50 

14435 

144.85 14423 
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14530 

145.10 

145.75 145.30 

ftov 

110.60 

11050 

no,® now 
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113.55 

11330 

11166 

Mar 

11820 

naco 

11020 

Barley 

Close 

Previous 

High/Low 

Sep 

106.75 


106.75 

Mar 

11435 


11425 

Turnover Whom 89 (107). Bariay 7 (19- 

Turnover tote or too Tonnes. 


MM- 

Leaden FOX 

(Cash 3etttan**< prtfl 


Ctose 

Previous 

HgtVLow 

May 

1133 

113.6 



Turnover - (23) tote of 3X30 Kg 


LONDON 

METAL EXCHAME 


(Prices suppted by Amalgamated Metal Trading) 


Cl oso 
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►erfi/Low 

AMOHUri 

Kerb close Open interest 

AkanHun, 99.7% piaity (5 per toons) 



Total <My turnover 35586 tots 

Cash 

3 months 

1139-40 

1182-2.5 

11265-75 

1149-9.5 

1169*1148 

1 137.5-8.0 
1160-05 

1168-85 187,870 tots- 

Copper, (kade A (E per toms) 



ToUl daily turnover 58.124 tote 

Cash 

S months 
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11635-45 
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Load It par lama) 




Totti daJy turnover 2597 lots 

Cash 
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27655 20542 tote 
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Total daily turnover 3566 tote 
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Total dafy turnover 7251 tots 
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LCWPON BULLION MARKET 

(Prices suppled by N M Rotfachim 

Oatdltroyoz) S price C ec*Mant 
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26 
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88 
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New York 


QOU> 100 troy or.; Sriroy to. 
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May 
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0 

0 
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3555 
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3588 
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364.4 
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SLVER 5,000 troy ce cents/troy cn. 
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WJH GRADE COPPER 25,000 bK csnts/BK 
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May 

80,85 

61.15 

82.05 

«LS5 
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20.65 

2056 

2087 

2048 

*jg 

2a 77 

2067 

2079 

2060 
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2277 
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Od 
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Fob 

2a 70 
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20.73 
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HEATViQ OIL 42.000 US gate, cantaAJS gals 
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Jui 
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5556 

5005 

5530 

Jii 

56.40 

56.03 

5845 

55.65 

Aug 
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56.83 
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Sep 
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5058 
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5845 
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6035 
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5010 
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910 
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899 

Jut 
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931 
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Sep 

968 

959 

972 

948 
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967 
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1033 

1027 

1035 

1033 
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0 

0 

Jul 

1077 

1070 

□ 

0 

Sep 

1106 

1098 

0 

0 

Dec 

1135 

1128 

1115 

1108 
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1168 

1181 

1163 

1155 


COFFffi -C- 37^008*: centsflhs 



Ctose 

Previous 

rtflh/Low 


May 

5735 

58 OS 

5820 

5530 

Jul 

57.95 

58.90 

5025 

5825 

Sep 

5855 

6055 

6090 

5800 

Dec 

6235 

8850 

6330 

6070 

Mar 

64.75 

65.70 

85.60 

B350 

May 

6800 

6730 

5730 

67.00 

Jul 

6735 

69.00 

67.00 

67.00 

Sep 

6935 

7080 

0 
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SUGAR WORLD 11- 112.000 Sxk emtsflbs 



Ctoae 

Previous 

HigtVLow 


Jul 

1228 

12.14 

1235 

11.93 

Oct 

1135 

1131 

12-04 

11.75 

Mar 

11.19 

11.15 

11.30 

11.05 

May 

11.15 

1137 

1134 

11.10 

Jii 

11.10 

11.06 

11.10 

11.08 

COTTON 50300; oenta/fas 




Ctose 

prerious 

Hrgh/Uw 


May 

5039 

5850 

5860 

5825 

Jii 

61.23 

5084 

6150 

60.10 

Od 

51.58 

80.71 

61.85 


Dec 

6085 

6037 

61.15 

6050 

Mar 

8133 

6130 

61.85 

61 .78 

May 

62.63 

62.15 

63 .DO 

62.45 

Jii 

6023 

6280 

6330 

63-50 

Oct 

6000 

6237 

0 

0 

ORANGE JUCE 15,000 feK Centrftbe 



Ctose 

Previous 

tagtvLow 



May 

0930 

91.50 

8230 


Jvi 

8000 

9435 

9530 

82.00 

Sep 

94.75 

9735 

88.00 


Nov 

8736 

99.65 

100.00 


Jan 

10035 

10255 

10230 

10005 

Mar 

10235 

10435 

104.50 



10235 

104 05 

0 


Jii 

10225 

104.05 

0 

0 

Sap 

10235 

104.06 

0 

0 
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1 REUTERS PrwSwtefnbor 18 1831 = 

IOC? 

MoyS 

May 4 

mmh ago 

V ago 

1587.4 

16406 

1667.7 

1866.1 

! DOW JONS (Base: Dec. 31 1974 c inn ! 
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Mey.3 

rentii ago 

JP *90 
11856 
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Spot 11933 
Fuures 122.84 

• 

121.66 

12S32 


Chicago 


SOYABEANS 5,000 bu min: cante/BOto bushel 



Ctoae 

Previous 

HgtVLow 


Mqr 

593/0 

589 AS 

595« 

588/0 

Jul 

595/4 

591/2 

597/8 

590/4 

Aug 

595m 

591/4 

696/0 

591/D 

Sep 

565/4 

590/2 

59843 

590/2 

Not 

S8&I2 

592/B 

600/4 

692X1 

Jot 

6064) 

599/4 

609/4 

589/0 

Mar 

811/4 

806/D 

612/8 

611/4 

May 

615/0 

609/4 

616/0 

611/4 

SOYABEAN ML 60300 lbs; canterib 


Ctoae 

Previous 

HtglVLow 


May 

20.78 

2031 

21.00 

2075 

Jul 

2039 

21.01 

2135 

2097 

Aug 

21.10 

21.12 

21.35 

2139 

Sep 

2132 

2134 

21.47 

2132 

Oct 

2131 

2135 

21.57 

2131 

Dec 

21.55 

21 59 

21.81 

2135 

Jan 

2133 

21-68 

2130 

21.83 

Mti 

21. B? 

21.87 

22.05 

21.82 
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SOYABEAN MEAL 100 tons; S/ton 



Ctose 

Previous 

HgMjow 


May 

1883 

187.1 

1B8.0 

1963 


1893 

187.6 

1805 

1873 

Aug 

1804 

1B7.7 

1893 

1673 

Sap 

1803 

188.0 

1893 

1873 

Od 

189.8 

188.3 

1900 

1883 

Dec 

.1913 

1893 

191.5 

mi 

Jar\ 

191-5 

189.5 

1913 

1913 

Mar 

191.8 

190.0 

1923 

1913 


MA1Q: 5£00 bu mta; centa/SflRr bushel 



Ctose 

FVevlous 

Ugh/Low 


May 

227/0 

227/6 

227/2 

225X1 

Jul 

230/2 

231/0 

231 X) 

229/2 

Sep 

234/4 

235/2 

23S/2 

233/4 


238/2 

23S/2 

240G 

236X1 

Mar 

24fl/0 

245/8 

2W8 

244/2 

May 


249/0 

280/4 

248/4 

Jii 

254X1 

253/4 

254/2 

2S3X1 

Dec 

248/4 

243/0 

24 S/4 

248/4 


WHEAT 5.DOO bu min: oantrfOOb-butitol 



dose 

Previous 

High/Law 


May 

349/4 

350/4 

354X1 

348/4 

Jul 

292X1 

291/2 
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73873 
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74.325 
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Apr 
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74973 

74.850 

74.400 
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44.150 

44.125 

44350 
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Apr 

42.960 

42JOO 
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42950 
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48.150 

48300 

40300 
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LONDON STOCK EXCHANGE 


By Teny Byland, 

UK Stock Market Editor 


issue helps to unsettle equities 


HOTES for a near term rally in 

UK equities were punctured 
yesterday when a £4Mm rights 
issue by Royal InsurSiee 
fS?**? both the institutions' 
jack of cash and their sensitiv- 
ity to corporate news. Seffine 
of the Footsie futures contract 
quickly drove the stock market 
below the FT-SE 2,800 mark so 
recently regained and a late 
rally still left the Index down 
by 16.1 at 2,796.5. 

Concern over bow long it 
will take before the economic 
recovery shows itself in com- 
pany results and dividends 
returned following disappoint- 
ing "trading reports from, 
.among others. BAT Industries. 
Trafalgar House, and Philips, 
the Dutch electronics and con- 
sumer group. Although Wall 
Street , held up well overnight 
.and was only 225 Dow points 
off as London closed yesterday, 

. worries over the apparent 
check in the US economic 
recovery continued to plague 
the UK market " 

However, the significant fac- 
tor was aga|n the relative lack 
of. volume in equity trading. 
The day's Seaq total improved, 
.to 539m shares from 499 . 2 m on 
the previous day. But Tues- 
day’s retail, or customer-origi- 
nated, business in equities only 
just topped the £lhn mark now 
seen by the London securities 
community as the minimum 


acceptable daily figure. 

Equities opened lower and 
en attempt to rally was quickly 
swept aside when the June 
future contract on the FT-SE 
Index opened. The Footsie 2^00 
mark was lost at mid-morning 
and further selling drove the 
Index down to the day’s low of 
2.786.4, down 26.2. 

Seeing pressure fell mostly 
on the insurance sector as 
investors weighed the implica- 


tions of Royal's rights move 
and trading statement, which 
included an estimate of £5m 
losses on last week’s terrorist 
bombing in the City of London. 

But shares drifted lower 
across the wider range of the 
stock market. Textiles and 
electronics were among the 
weaker sectors. 

While some strategists took 
comfort from the market's suc- 
cess in holding in the 2,790 


area, others warned that yes- 
terday’s session showed how 
vulnerable share prices are at 
the moment With institutional 
funds heavily committed to the 
sale of the r emaining Govern- 
ment holding in BT, to the 
demerger of Zeneca from ICI, 
and also to the monthly fund- 
ing programme in UK 
gilt-edged stock, there is little 
cash to spare. 

This would leave the stock 
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TRADING VOLUME IN MAJOR STOCKS 
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market vulnerable to any 
renewal of the rights issue 
flow; some sector analysts fear 
that Royal's move could spur 
other composite insurers to fol- 
low. 

A slight weakening in the 
pound failed to help the over- 
seas earning stocks, whose 
export pricing has been threat- 
ened by sterling’s firmness. 
Strategists now fear that UK 
interest rates may not be 
reduced again unless the Bund- 
esbank opens the way by cut- 
ting German rates sharply, or 
unless sterling's strength 
forces the UK authorities to 
reduce rates. 

The downward pressures on 
the Footsie stocks imposed by 
selling of the Footsie futures 
was matched by a setback in 
second line issues. The FT-SE 
Mid 250 Index, which is com- 
piled of a wide range of non- 
Footsie as well as Footsie 
shares, fell 14.4 points to 3119.1. 
Trading volume in the non- 
Footsie issues made up around 
61 per cent of the day’s total, in 
line with average levels for the 
past few months. 


Share Indices 


FT-SE 100 
2796.5 -16.1 


FT-SE MID 250 
3119.1 -14.4 


FT-A ALL-SHARE 
1381.77 -7.35 
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trade in 
Vodafone 


NEWS that last month saw the 
highest number of net new 
connections to. Vodafone’s. cel- 
lular radio netwoife- for three 
years triggered a strong rise in 
Vodafone shares. They dcsed 
at the end of a busy session, 
during which turnover expan- 
ded rapidly to &3m shares, 6 
higher at 380p. easily outpac- 
ing the telecoms subsector and 
the wider market indices. 

Vodafone said it was the first 
time since the LowCaU tariff 
was launched last October that 
new connections had exceeded 
net new LowCall connections. 
LowCall offered subscribers 
cheaper monthly subscriptions 
charges but higher can rates., - • 
Aiwy^tsV.'werb: iropressea] 
wifhthe riibsiiiberfigures.Mr 
Marshall Whiting, telecoms 
specialist at Swiss Bank Corpo- 
ration, described the numbers 
as “very good; but so were last 
month’s and those of the previ- 
ous month. He added that 
Vodafone’s progress had 
“merely been interrupted by 
the recession; the.shanes are a 
long term buy." 


expected the group to wait 
until it had achieved profits for 
at least two quarters before 
asking its shareholders for 
cash. 

The deeply-discounted terms 
of the rights fag m * was gener- 
ally well received in the mar- 
ket, where Royal shares closed 
a net 9 weaker at 307p. having 
fallen to 301p at one point. 
Turnover totalled 5.5m, the 
highest since mid-March. But 
across the wider range of the 
market, the cash call unsettled 
sentiment 

One leading, analyst 
described Royal’s first quarter 
figures as “surprisingly good”, 
and said they would have been 
even better but for the coun- 
try-wide floods in January. He 
said the rights capital would 
enable the company to take 
advantage of the ppportnnities - 
caused by the fthnnkag a of the 
:UK market's underwriting 
capacity. 

Tbgte were, worries in the 
'sector that Boyal’s move might 
be followed by a similar fund- 
raising from General Accident, 
whose: shares fell 6 to 554p. 
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Royal rights 

The market was surprised at 
the timing, but not the sub- 
stance, of the £404m rights 
issue - which accompanied 
Royal Insurance's first quarter 
figures. -• 

Royal has long been seen by 
the market as one of the prime 
<»an riiriate« to raise money via 
a rights issue, but analysts had 
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BAT doubts 

Tobacco and insurance 
group BAT Industries fell 
sharply yesterday in spite of 
firsfcquarter figures well above 
the consensus forecast Turn- 
over of -tan shares was unusu- 
ally heavy and the stock was 
the most actively traded in the 
options market 

: The group’s shares dropped 
23 to 647p. after it announced a 
profit of £36Qm, up by 40 per 
cent and some £10m above the 
average expectation. However, 
tobacco trading profits of 
£220m were slightly below last 
year’s first quarter, yet repre- 
sented the period before US 
rival Philip Morris launched a 
cigarette price war. Also, £46m 
of the gains were purely cur- 
rency-related and it transpired 
that the latest IRA bomb In 
central London will cost BAT 
around £25m. S.G. Warburg, 
which has taken a dim view of 
the. stock recently, main t a i ns 
its full-year forecast of E l 32 8m . 
but believes dividend growth 
might hit 8 per cent and 
short-term underperformance 
will be countered by a rally 
later in the year. 
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Redland upgraded 

. The best performance in the 
FTtSEIOO «mi6 from Redland, 
the building materials group, 
after the top-rated Kleinwort 
Benson building sector 
research team lifted its earn- 
ings estimates for the co m pany 
anri upgraded its recommenda- 
tion an the stock from, “hold" 
to “buy”. _ ^ 

At the dose, Redland shares 
were 18p, or 3.85 per cent, 
higher at 46Q», after relatively 
high turnover of 2.7m shares. 
Kleinwort was said to have 
lifted its 1993 pre-tax profits 
figures to £256m from a previ- 
ous £225m, and its 1994 esti- 
mate to £810m from £270m. 

Shell Transport attracted a 
fresh burst of strong domestic 
buying interest yesterday, with 
two of the leading London- 
based securities houses said to 
have been aggressive support- 


ers of the shares. They closed a 
further 6 higher at 562p, after 
good turnover of 5.6m shares. 

BP was not left behind, and 
settled 2 higher at 296p, stimu- 
lated by renewed demand 
prompted by NatWest Securi- 
ties and also by sustained US 
buying interest. BP reports 
first-quarter figures this morn- 
ing. NatWest is forecasting his- 
toric cost net income, includ- 
ing stock gains or losses of 
£23Qm, against last time’s £61m 
loss. On a replacement cost 
basis, the broker is looking for 
net income of £220m against 
£95m. SGST, the French-owned 
broker, forecasts, pre-excep- 
tional items, historic net 
income of ElSOm, or on a 
replacement cost basis, net 
income of £172m. 

The call by the electricity 
industry regulator - Offer - 
for the generators to account 
for their involvement in recent 
electricity pool price rises, 
unsettled the generators and 
also affected sentiment in Brit- 
ish Gas. The latter eased IK to 
304p, while National Power 
dipped 2 to 321p and PowerGen 
4 to 324p. 

Wellcome shares lost 11 to 
728p on reports of a new rival 
to its AIDS drug AZT. Verexr 
Laboratories of the US said 
preliminary tests showed its. 
version of AZT could be more 
potent, longer-lasting and less 
toxic than Retrovir. Wellcome 
later announced that it was 


looking into the legality of the 
Verex claim. 

■CmtthKIino R ppeham fell 12 

to 469p in the ‘A’s. in spite of 

an ATnnftimramant that it is to 

co-promote a drug for . US 
group Adria Laboratories. US 
investors appeared to be sell-, 
ing pharmaceuticals stocks 
and Alan co ntinu ed unenthusi- 
astic on ICI, which slipped 8K 
to 1264Kp. 

The world’s biggest mining 
group RTZ fell- 14 to 631p as it 
held its annual meeting yester- 
day. The group said it expected 
no decisive improvement in 
operating results until 1994 and 
chart analysts were predicting 
little support for the stock 
before 550p. The shares have 
suffered recently from a weak 
copper price. 

A two-way pull in MFI saw 
the shares see-saw in heavy 
trade before finally settling 2 
adrift at 137p. Turnover was a 
hefty 13m. BZW, the latest bro- 
ker to re t ur n from visiting the 
discount furniture group, 
downgraded profit forecasts 
and reiterated its negative 
stance. Hoare Govett and UBS 
were said to be more positive. 

Shares in Burton Group 
came off a penny to 78Kp fol- 
lowing the placing of a line of 
7m at 78p by luhman Brothers. 

In a quiet food retail sector, 
Asda had its short-term debt 
upgraded by US credit agency 
Moody’s. The shares closed a 
half-penny down at 69p. Tesco 
added the same to 21Sp, with 
some talk that one leading 
securities house had turned 
positive. 

Banana importer Geest col- 
lapsed following a profits 
warning, the shares off 68 at 
366p after touching 328p. 

Coats Viyella shed 6 to 231p 
ahead of its annual meeting 
today. 

Sports clothing group Cam- 
pari rebounded 12 to I45p fol- 
lowing the slide prompted by 
Tuesday’s profits warning. 

Lucas Industries rose 4 to 
140p on unusually heavy trade 
of 6.3m shares amid renewed 
talk of a possible bid for the 
company. 

One analyst argued that the 
company’s poor profit perfor- 
mance made it a viable bid 
candidate. The speculation has 
surrounded the company for 
some time with BTR being 
seen as a likely predator. BTR 
shares fell 5 to 592p. 

Trafalgar House, which 
reported a loss of £97.6m for 
the first-half compared to a 


profit of £54m previously, lifted 
3 to 95p as the company sig- 
nalled an upturn in property 
and increased investment in 
the Far East. Also board 
changes and general recovery 
prospects helped sentiment. 

More details of the BT HI flo- 
tation, plus news that the com- 
pany has terminated discus- 
sions with Electronic Data 
Systems, the US computing 
services group, failed to trigger 
any substantial flurry of inter- 
est in BT although the shares 
rallied from an early 401p to 
close only a fraction easier on 
balance at 404 Kp. Turnover 
was a good 63m. 
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EQUITY FUTURES AND OPTIONS TRADING 


TRADING in the derivatives 
mar kets continued flat yester- 
day with the futures omi- 
nously breaching new res 18- 
tance levels, writes 
Christopher Price. 

The' June contract openeu ai 
whafwas to be its highest 
levehof the. session - “ 

before buyers moved jn anu 
the Contract was quickly som 
down. Although June founa 


some support at the Z, 800- 
mark - a renowned technical 
support level - it then pro- 
ceeded to breach that to head 
further southwards. 

Dealers said that sen tun art 
in the futures continued 
largely negative, not helped by 
the Royal Insursmce rights 
issne and the feeling that the 
market is short of liquidity. 

June struck 2,784, its low of 


the day, at around lunchtime, 
before some buyers began to 
be seen, and the contract 
began a slow recovery. 

Even so, it never gained par- 
ity with its fair value level of 
around 7, instead trading at a 
3-5 point discount for most of 
the day. 

June closed at 2,796, 23 
down on the previous close, 
and 6 points off Its fair value. 


Turnover was 8,195 contracts, 
some 250 down on the previ- 
ous session. 

In the traded options mar- 
ket, the total turnover of 
27,744 was well up on Mon- 
day’s closing figure. BAT 
Industries topped the stock list 
with 2331 traded, followed by 
bid favourite United Biscuits 
on 2,037, Boots on 1311 and 
Glaxo on 1,359. 
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CURRENCIES, MONEY AND CAPITAL MARKETS 


FI NANCIAL TIMES THURSDAY MAY 6 1993 

MONEY MARKET FUNDS 


FOREIGN EXCHANGES 

Funds flow out of the D-Mark 


THE D-MARK softened against 
most European currencies yes- 
terday as dealers continued to 
show concern about the speed 
with which the Bundesbank is 
now easing monetary policy, 
writes James Blitz 

in recent days, dealers have 
claimed to see funds Rowing 
out of the D-Mark into coun* 
tries whose interest rates are 
not dissimilar to those in Ger- 
many. but whose fundamental 
economic conditions are a good 
deal better. 

The recent fall in German 
bond prices was a particularly 
strong indication that dealers 
think that the weekly cuts in 
Gorman rates threaten higher 
inflation. 

Yesterday, the Swiss franc 
performed well against the 
German currency, testing the 
SFrD.90 level against the 
D-Mark before closing at 
SFrO.897 from a previous 
SFrO.902. 

With 3-month D-Marks now 
at around 7.63 per cent, the 
short terra rates for the Swiss 
Franc, at around 5 per cent, 
look more attractive than they 
have in the past. 

The French franc also per- 
formed strongly against the 
D-Mark, amid speculation that 
the French authorities might 
be able to cut their official 

£ IN NEW YORK 


interest rates again. 

The franc closed at FFr3.372 
to the D-Mark from a previous 
FFr3.373. Three-month French 
franc interest rates also came 
more-or-less in line with 3 
month D-Marks, one of the 
clearest signs yet of the mar- 
ket's new-found confidence in 
the French currency. Investors 
in the French currency had 
demanded a 5 percentage point 
premium above D-Marks ear- 
lier this year. 

Both the Belgian and Dutch 
currencies have also strength- 
ened in recent days, widening 
their differential above the 
D-Mark in the exchange rate 
mechanism grid. 

Last night, the Dutch guilder 
was some 32 basis points above 
the D-Mark in the grid, com- 
pared to the Dutch govern- 
ment's informal band of 50 
basts points. Mr Nigel Rendell, 
international economist at 
James Capel in London, 
believes the Dutch will be 
forced to cut rates if this trend 


continues. 

Two currencies that profited 
a little less from this trend 
were sterling and the Italian 
lira. The pound was only 
slightly stronger the D-Mark 
amid continuing fears that the 
UK government may face a 
humiliating defeat in the 
House of Commons on the 
Maastricht bill. The pound 
closed at DM2.4750 from a pre- 
vious DM2.4675. 

The lira momentarily weak- 
ened after news that Moody’s 
rating agency had downgraded 
Italy’s long term currency 
debt. However, so much bad 
news has been discounted over 
the lira that the move down 
was contained. The lira closed 
stronger on the day at L928.9 
from a previous L933.5 

The dollar was slightly stron- 
ger against the D-Mark follow- 
ing an unexpected 4 basis point 
cut in the Bundesbank’s repo 
rate to 7.71 per cent. The dollar 
closed at DM1.5780 from a pre- 
vious DM1.5710. 
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D-Marii 

124.6 

♦31.70 

Swiss Franc - 

1125 

♦20.50 

Duich CuUtiur ... 

119.4 

♦21 10 

French Franc 

110.1 

-8 40 

Lfra 

82.1 

-33.70 

Yen .. . .. 

1699 

*109 80 

Peseta 

963 

-28X0 


Canmar dal rate s taken 
fomitf pnrim *ta 


tnwada and at UmAm trartng. t UK Ireland aid Ecu are quoted m US i 
•scaum apply to fla US oativ ana im to the ndneud curacy. 


EURO-CURRENCY INTEREST RATES 


Mays 


us Don*— 

Can. Qatar— 
Dutch Qtador 
Swtro Franc- 
D-Mart- 


French Frw 

i Ura 


Morgan Guaranty changes: average 
1 980-1 902-100 Bank or England (Base 

Average 1989=1001 -Rates are tor May 4 

OTHER CURRENCIES 


BAgtan 

Yon 

DanWi Krone—, 

ftsai SSng — 

Spawn Paata — ._ 
ProtaousseEs: 


9wit 

torn 



7 Oats 


SI u 

7* - 7ij 

1 l£ - 1 «\ 
7!l ■ 7\ 

ft:* 

3U 2U 
t 6 »a - >e 
t®Jj - J8>2 


t>» 



11 - 10 

3«i -»* 

ia<4 - « 

tn ■ wu 


Hoea 




4(1 - 4<| 
7?a - 7 *1 


TV. 

(0>a - 

- Z'i 
IS - 14V 
IS - 17^ 



One 

Yrur 


itn 

SB 

M 

11 - 10 *z 

7>a -7 
3il - 3A 
9U - 81i 

au - 2 S 

12jk - 12J, 

IMt - 14S 


May5 

C 

i 

mssm 

*■» «a-% pro cwt ffiur yea Hi per cone frra you 

US Ooter and tapnsa Van ataao. two tfap' MM 

Argentina - 
Australia _ 

Brad 

FWand — 

Greece 

Hang Kong . 

1 5695 ■ 1.5710 
23490 - 22510 
52588 0 ■ 525635 
84995 ■ 8.4865 
332X60 ■ 336.700 
121305 - 111470 

0.9990 • 1.0000 
14350 - 1.4360 
33*743 • 33*750 
53860 -04075 
211.490 • 215.750 
7.7280 - 7.7290 








Hay S 

£ 

s 

DM 

Tan 

FFY. 

Sft. 

h a 

Lire 

cs 

B Ft. 

Pta. 

Ecu 

temafSOT- 

1238.45 - 125640 

79170 • 79930 

£ 

1 


rim 

E53 

If'. 1 ! 





w 



hinrrol - - 

) 47060 - 0*7180 

129990 ■ 030040 

S 

0638 

1 

1576 

iiai 

eg 


] { f 




SS 



5090 ■ 51 00 

3245 - 3255 

DM 

0*04 

0 634 

1 

69.78 

1372 


1 Tv 



rm 

Se 

iSI 

Mabyda ... 

4JEI5 ■ 40345 

256*0 - 25650 

TEH 



14 33 

nm 

48.32 

it J r 


EiTH 


m 

IT 


Mona 

4.9155 - 4-3190 

11290 - 3.1310 

FFr. 

XI . 


T 


ia 

Li_: 

(*■ 



w 



N .Zealand 


18480 - 15505 

SFr. 

IrL 1 * 

w- 



3.759 

i 

j---- 

E 


W : 

vT- 


Saul Ar ... 

5.8825 - 5.8965 

17495 ■ 17505 

Ma 

if 1 , i 


jY *, -:j 


r t 

ijiv 

i 

■'J' 



_3I 

0455 


25260 • 25330 

151 IS - 15125 

Ura 

ijjc . 


I'lT 



IP 

b" fl 

ES 




U550 

SJUlCm) ... 

4.0455 ■ 43565 

11560 - 11580 

cs 

t'y i[ 





U If 

f r-1 

1151 

i 

2551 

9069 

0633 

SAI (Fn) 

7.1705 - 7 .1950 

45700 - 4.5600 

B fr. 

T 


T.U. 



* -T 

-1 

m 

3520 

100. 

355.4 

2.483 

Timvan — 

4000 ■ 4075 

2555 - 2555 

Pta 

it 1 -- 


r 




Pc I 

if 1 

1^1 

28.13 

100. 

0699 

UAE 

5.7605 - 5 7280 


Ecu 

lu 


fcH 



nil- 

lt‘l 

1! ill 



1432 

1. 


Yen par 1800: Ftendi FY. per 10: Ura per 1.000: Bafpn ft. cm 100: Peseta per 100. 


FINANCIAL FUTURES AND OPTIONS 


UFFE LOME 8LT FUTURES OPTIONS 
*8W» MH Of 100ft 


IK* EURO sma RUNG OPIUM 
SR Id prtiti al 100 % 


IIPFE BWffl RTIURB flFTRRS 

nesoon poiAtt er mm 


Strike 

Caits-safflemente 


sura 

CsSa-sOBements 

Pute-aeatemtma 

StrM 

Caos-s 

Prito 

Jun 

Sen 

Jun 

5w 

Prtoe 

Jun 

Sao 

Jim 

Sep 

Price 

Jun 

102 

2-23 

2-38 

0-07 

i-oe 

9475 

058 

1.02 

0.01 

051 

0400 

T13 

103 

1-13 

2-00 

0-17 

1-34 

9500 

054 

0.78 

052 

0.02 

5450 

071 

104 

0-54 

1-33 

0-38 

2-03 


0.16 

056 

009 

aos 

S500 

OSS 

105 


i*oa 

MO 

2-42 

9550 

Fz<-M 

0.37 

023 

0.11. 

9550 

0.17 

106 

0-11 

0-53 

1-59 

3-23 

9670 

0.02 

0Z1 

0.45 

nap 

9600 

0.07 

107 

0-04 

0-35 

>52 

4-05 

9600 

om 

0.11 

056 

055 

9E50 

002 

toe 

0-02 

0-24 

3-50 

4-58 


0 

055 

053 

054 


DOT 

109 

0-01 

0-15 

4-49 

6-49 


0 

0.02 

1.18 

0.76 


0 

UntetadntaTH 

ktf, G&s 3873 Pate 2S23 

Ettmatafl 

nteiw Dtd. Ca9s 1 20 Fob 300 

EsSmated vchsns 


Sea 
1.60 
1 35 

ub 
050 
a. 59 
0.43 
031 
021 


Jufl 
004 
0.12 
0.28 
0=3 
098 
1.43 
192 
2 41 


Sep 

0.37 

083 

0. 73 
098 
1.27 

1 . «1 
1.99 
239 


Pievttweey^ open mtCifc 4887: P* 64521 


UPR BffUMMX OPIUMS 

DM1 m ptrirts d 100% 

State Cafts-Mttatnem s pSSmbwwS" 


FYertu day's open tat Mb 1000 Pda 271D 


UffE FTAUAM GOVT. DOTS (DTP) FUTURES 

OPTMiS lie 200m lOOBa el TOOK 


URE SHORT flBUM OPTXWS 

E50K000 pofna ot ioo% 


Money Market 
Trust Funds 


fiouttsSCo 


4MSw*.iff*"*c»eos 

frogromtaataUnros 

fspjjao. 

£3)000-149399... . - 

csCtao-fSine 


Grew W C« talfr mWJ»&5l%M.OOO 


CAF Money H ai Boemwit Cota 

« Pemasy flood. iMndga ffl 


0732 7701 
-| 172 MHH 
-I p B3 la-aim 
- ) 593 I 5 -MW 

CbscM- I SOS - I S7713 


7W2J0 
..Fuad— I 5*0 
DacasCnrEI nflkm 570 
•hacMOn-etnaml 3.80 


Gtt 


WI-TBuo 

400 3.00 I 4*1 fu, 

3J0 2830 156 £ 

300 £ZSl 303 £ 




i » II 


1613 

3-frkti 


"Ti a7 '3 a 'w 

Deo Hong Ba* {London) PtC PrenUsr tai 

Straw. titiPpLG ,871-On ; 


Price 

Jun 

S«P 

Jim 

Sep 

9225 

0J9 

1.44 

0.01 

0.01 

9250 

035 

1JO 

0.02 

002 

9275 

0.1 H 

0JB7 

0.10 

0.04 

9300 

0.07 

0.74 

024 

006 

9325 

003 

Q-53 

0.45 

0.10 

8350 

001 

0.36 

0.66 

0.1S 

9375 

0 

022 

0.82 

059 

9400 

0 

0.13 

1.17 

048 

EstknNad ntikma 

Wk Crts BS64 Pub 320Z 



Ecu 

Camral 

Rates 

Currency 
Amorous 
Aumst Ecu 
May 5 

% Change 
from 
Cental 

Hate 

% Spread 
nWrol 

Currency 

OMrgsnce 

MicatBi 

trad Fuel 

0803996 

0602143 

-097 



Bacan Franc . . 

402802 

40.1996 

-0 20 

im 


DiUcta Cutter _ 

220045 

219601 




O-Uart _ 

<S52B* 

1 .95506 

o.il 



Proiuguese Ezuoo 

18a»« 

181227 

033 

049 

-6 

FranaiFranc.. . 

65*988 

656630 

056 

027 

-27 

Spurt* Perea ... 

1*2150 

143225 

078 



Darasft Krone - . 

74493* 

751088 

083 

050 

-34 


May 5 

Days 

spread 

O08B 

One rmntii 

& 

Tiro 

tnonffts 

% 

PA- 

US 


1.5660 - 15690 


791 

1.18-1. 15pm 

287 

Canada 

Ml rliRji - 1 

19965 - 18975 

026-0 13cijoi 

1.17 

0.40-026|i11 

0 66 

NamariaiMs 

'B- A/L^B 


V*2C*5 

-189 


-126 

Wuun .. . 



5-lOofa 

-177 

14-1903 

-120 

Ooronarii 

9.4700 - 95250 

95125 - 9.5225 

2%-4J,arafe 

-457 

avio>.«3 

-351 

ircuno 


1.0155 - 18165 

019-022d*a 

-242 

0 49 05*r«a 

-203 

Germany _ 

2.4650 - 2.4600 

24725 • 2.4775 

VljOttS 

-717 

7g-1tilS 

-152 

Poriuoal 

228.50 - 23025 

229 00 - 23080 

2*4.J58Q»5 

■131? 

661-69603 

-1183 

Spa* 

180.50 - 18150 

18085 - 18125 

15J-l68ato 

•1064 

333-430*3 

-609 

m 

2281.75 - 230725 

229625 - 229925 


■522 

37-30019 


Nonrav 



-ISO 

2‘»-3i«a 

-1.17 

France _ - 

iirni.t 


-7 75 


-168 

Smden.. - 

nCzHDCa 




-253 

Japan 

17125 - 173 25 

17225 • 17325 


304 


275 

Austria 

1756 - 17.43 

1740 - 17.43 

i 7 a-^0wn 

BIT! 


-1.18 

Smcertand . 

22150- 22250 

22)50 - 22250 


058 


l.Ol 


126*0 - 12665 

12690 - 12660 

024-0280813 

-2.47 

06841730b 

-223 



toys 

spread 

dose 

One mortal 

B 


% 

W- 

(Jkt 

15630 - 15730 

15680 • 15690 

fl.3M.37am 

291 

1.10-1 ISpm 

297 

'reteotfT — 

15400 • 15515 

15425 - 15435 

0 72-O69q*n 

5.48 

1.95- 190pm 

499 

Canada 

12705 - 12785 

12755 - 12755 

ai9-022cdb 

-1.93 

084-0.7M3 

-210 

itiOlWJlH 

1.7640 • 1.7760 

1.77^ - 1.7735 

0.66-0.690*3 

-487 

180-1 92*3 

-*M 

Brigwm _ . 

3230- 3260 

32.45 - 3255 

1180-1280018 

-4.25 

34.00-3780db 

-487 

Denmark — 

68300 - 68750 

E8S50 - 80700 

355-4 1 Sonets 

-7.42 


-6.59 

Germany _. 

15700 - 1 5615 

1.5775 - 15785 

083-0540*88 

-483 

181-18345 

-481 

Pwtmpi 

145 SO - 14650 

14630 - 1*6.40 

187-183085 

■1550 

531 -SSOdU 

-14.76 

Suain 

114 95 - 115-70 

11550 - 115 60 

126-13200 

1240 

345-355ils 

-1212 

aaiy 

145580 - 1472.25 

146525 - 1*65.75 

1.70 -KUdirroSs 

-023 

2890-308G1S 

-885 


66425 - 65800 

6-6775 - 6.6825 

220-275arar*3 

-4J5 

aso-7jotaa 

-4.13 

Franca 

52900 - 53300 

53175 - 52225 

216-226010 

-496 


-182 

Sweden 

7 2750 - 72200 

72975 - 73025 

355-U5oredb 

-658 

10.40-11.5045 

-680 

Jewn 

10880 - 11040 

110 .15 - 11025 

08i-082yr*3 

-0.16 

00188345 

-087 

AuaniB .... 

11 0500- 11.1250 

11.1150 - 11.1200 

480-420gwto 

-4*8 

11 25-1205*3 

-419 

Swtortaod . 
Eeut 

1.4095 - 1.4205 
12355 - 12435 

1.4150 - 1.41 GO 
1.2375 - 12385 


-225 

528 

170-0.74*8 

I8l-189pm 

-2.03 

517 

05M55qim 


ftatHut days upon nt. Cds I222M Pua 8S84S 

LONDON (UFFE) 

9 % wnnnu. s«msa blt ■ 

tsaooo32mfe dl00K 


Jun 

Sep 


Dose High 
104-06 104-15 
103-15 


Lon 

104-01 


Estimated volume 31028 (28T22) 

FYevUua day's open frit 71326 « 


Prev. 

104-09 

103-18 


Strike Cafa-aet to nenta Pnte-sdfiemsrta 
Price Jun Sec Jun 
243 
213 
1.86 
1.51 
1.37 
1.16 
038 
0.82 

EdtraM odmna DM, Cab 439 Pub 
Pievna day's epee im. Cafe 18738 ftrta 11842 

CHICAGO 

ILS. TREASURY BONDS (000 8% 

*100.000 32nd* Of 100% 


9550 1.40 

9600 1.05 

0693 0.74 

9700 0.48 

8750 0.31 

9600 0.13 

8880 111 
9800 a 06 


0.35 1.4 

0^0 1.68 
OM 1.81 
a83 21 6 

126 242 

1.54 271 

208 3XS 

251 3J7 


Stria Gafts- setttemants Pua-setBemente 
Pride Jun Sep Jun Sap 
9325 0.71 0.76 

9330 0.47 0.55 

8375 02S 0J6 

9400 0.11 02* 

9425 0 05 0.15 

949) 002 0.10 

9475 0.01 0.06 

9500 0 QJJ4 

Estates «auma sal. Cate T719 Ma 29 21 

AewcBB Csft cues M. OHS 144770 Rid 72209 


C bscbk 

Cent Bd. of Fta. of Church of Biglawtt 

Ijpoa Sheet London EC2Y SMI 071-868 iaiS 

Incest — I 5.70 


M.WIP3LD 

I |S» 175 

0 930 413 

j HJ5 A£3 

< 400 3DD5 


sal * 

a 4a 

408 


0 

001 

0.04 

0.15 

034 

056 

050 

1.04 


007 

0.11 

0.19 

030 

0.46 

0X6 

0.87 

1.10 


JAPANESE YEN 0MKI) 

Y125m S per Y100 


(697491 


US TREASWT BWS f% 

SIOOJtQO 32nde d 100 % 


Jut 

Sep 

Dec 

Mar 

Jun 


Hdi Low 
13-12 in-2 


112-03 113-12 111-29 112-0* 

110-25 111-02 110-20 110-26 

109-17 1092-5 109-14 199-19 
108-13 108-13 108-09 108-13 

107-07 107-07 107-04 107-07 


MMI 



HCZ3 

■jTTJ 





lit V 1 

Hi 





F^S 











Case High Low Prev. 

Jim 112-01 111-09 

Sep 110-23 110-00 

Estimated volume 0 (01 
Pnwtota day's open tnL 1 fl) 

5% KmONAL GBRUN GOVT. Btm~‘ 
MCSpOOO lODtaa ol 100% 

5pm i«i LOW S5T 

Jun 93.09 95.13 94.78 9<61 

Sep 95J2 95.38 SSOS 99.06 

Estimated volume 76440 (59585) 

Previous days open W. 158516 (158371) 

G% NOTIOHAL BOftJB TBIM GSftHM GOVT. 

BOM (BOBU QM230J80 laOlhe d 100% - 

Cloae HJgfi Low Prev. 

Jim 99.49 9951 9927 99.30 

Sep 

Esdmaled volume 5583 (3488) 

Previous cby'a open frit 30139 (20832) 

6» MOTIONAL LOB TERM JAPMESlm 

BONO YIOQdi lOQBtt d 100% 



■ 




TT^,;71 ■] ;VJ — ft*.: '1,17 













r i hi 

KvAr*l 

r7/»‘] 

f rAl 1 ] 


lH'r/l| 


r/'il 



T . 1 










BRfTBU POUND OMM) 

Sa per E 



Latest 

Htfl 

Low 

Prev. 


1-5628 

18686 

17 | 

18606 


■ P 1 


If. TM 

II' 1 

Dec 

18392 

- 

- 

19392 


SWISS FRANC PUM) 

SFr 125,000 S par 


l^llr »' «• 





P3 

^■rr— j 



i^PrTrn 


[ilxijll 





L^rl 





Njfr-wi ij 


mm 



m 

F ! i‘ti '"am 





■P" 




r.TT 





■ |.Vj 

■ -5* 




B'.fcr 

i .Ij 





■' 




B'-t'ts 

I Y: 


'f ti 


RrtiTrl 

M-t'- 


■ Ji t -1 

ESI 

1 Ht, 

■ -r( 



[23 


1. r -.' 




Gartmoro I _ 

70-18 Manmwnt 5£ urodcnl 
IlSSADe* 

cm fobs sa 

flB - — I 5.12 

eMhrt 1 5.00 

183 


IBSAPnrw — ( im 


soa 

381 

304 

351 

1J3 


-I U2IVIAB 

Ud 


071-238 1436 
D7UJ643C 
31« 

319 

331 

1 m 

no 


Money Market 

Bank Accounts 


M can freer 




MHtmn onSWott 
f2SOO-£IOira„ . 

iiaooi-raiBW- 
noDon*. 

Saringa hxotot. 

OsvantamTstPte-OawsrfiaraSOOAa: 

a a jaw a w naw ww .M wu oci-bhsw 

RS8tfS-r.~lM iS I ife; 
SgWSS'K , i3a , »»» 

MneoDouaL am rail su 

yzs&s*i».~n% w al e 

CTODOMWeSs.-l 5.0S *219 1 5.741 5 

rsHOP- tfeBH lamitaua laowt 

Gertraare 
10 -iBMoatmaro 
MC4CUUM0 

dsaro-r-s.aw 1 bid 

CSOjmiaMaxM --le.es 


1 mmey ManaownentUd 

wmh St London £30 860 OTt-asiiaa 

DO *■ < 4 50 3375 l 4Jeb s HR 


173 

IN 

436 

514 


509 
4 77 
624 

70S Ob 


Aitken Kura Bank pic 

30 CIV Road. ECW 3X1. 

-Ic» am 

MNhgto-tti 

mm £9.999 — 

1ID.OOO — £21399 - 

£26000 -E«9,9»- 

EbC 0C0 0* rnora _ 


1.70 | 2291 Or 
23 1 1 L79l OP 


407 Mdi 
6 12 MSI 
6M Mh 
530 MB' 


JulanHodw Bank Ltd 
to Windeot Pace CffidSipi : 
euffiAMAaMUDAr.l 731 


l«> ftoc Kttt too Da. I 12S 

a a I ail g 

Humberdyde Finance Graap 
SBoreoyWte.tonfr-Bamigeww , B 2 seraoaoo 

£50.000- I B.00 4 40 I 6.14 1 ^ 


navi Utoat mn - im go nwa 


AHad Trust Bar* lid 

9M0 1 Cam SI. Lurdyn. EC4N S40 

730 5.70 

6. 17 031 

596 447 

934 4 23 

600 3.75 

550 4.13 

aio 807 


OWU E2301 44. 

wcAffzran -1 — 
" lEMOT-l — 
ress* 


071-6280079 
730 
017 
338 
4S4 
6.12 
554 
&10 


tSR 

TS! 

Min 

Vtoriv 


GiOOi-eiOO.BOO 1 529 33375 [535441 

EwEdOiW I 5.50 4.100 )53T«el 


American 


BankLU 

KIRH169M] 


or i -see 233 

l one / w 

1(525 

1 1 530 4.1250 I 

tOatowort Bauson Ud 

I SaKantoiTmnilfrl. London NWS 7ST 071-ZB7 19 
Hi CA IGL500-) 1500 3.7S I illjt H 

Uoyds Back - in v aatment Account 




kart 

TOO 

180 

TJX 

450 

1U 

489 

4.75 

a M 

485 

180 

3.75 

6.12 

&2S 

39* 

638 

6.75 

481 

590 


.£500-6999 99 

SSSK- 

IeiqapP-olmiu?-.^^ mbi m | 

wn 

Bank of Ireland Mdi ftrterad Cheque Ace 

Se-aOMCSLStoefrSlI >£L 0753618519 

eiaooo -1 «25 1188 4318 w 


71 LulSMia SL Lonom i 
£90000 and Hm — I 5 *0 

£253 00- 520 

£10300*-. 1 600 


17Z72 433372 

4.10 I 540 Yurt, 
330 l 520 YtoS 
ITS I 500 Yaw 


SS IBtflend Bank nle 

25 pas.) snowtof. 


0030 HWi Ljvi 
108.40 108.43 10823 
107.65 


Jun 
Sep 

EMfrnated vdume 355 (261) 

Traded exetustway on APT 




M^] 












IF,'] 


s^Hr^Ti-1 






i flTffSt 

High 

LOW 

Prev. 


443.80 

44290 

ri' 


Sep 

444.15 

44420 

ES3 

Eata 

Dec 

444.95 

. 

- 

444.95 

Mar 

445 75 

- 

- 

445.75 


12% ROTO HAL ITALIAN GOVT. BORO (BTP) * 

um aoom loottie d ioo% 

Cose High Um Prev. 
Jun 96JS 9734 96.40 98.99 

Sep 96.45 97^8 97^0 96.91 

Esthnated volume 22035 (123001 
Previous day's open nt 42287 (42603) 


PHRAOELPNA SE C/S OPTIONS 
£31,250 (cent* per £1) 


Strike 


Cats 


10% NOTIONAL SPAWN GOVT. BONO (BONOS) 
Pb 20 b lOOte el 180% 


aaee 

91.50 


High 

91.50 


Low 

91.45 


Jun 
Sop 

Estimated volume 13 (65) 

Previous days open InL 6273 16224) 


Prev. 

91.46 


Price 

May 

Jun 

Jrt 

Sap 

6tev 

Jun 

Jut 

Sep 

1-500 

6.45 

689 

7.14 

783 

085 

082 

1^7 

2.71 

1525 

4.12 

479 

544 

6.17 

0.18 

1.19 

226 

387 

1850 

Z17 

3.21 

389 

4.85 

088 

2-07 

324 

482 

1875 

083 

205 

284 

3.76 

184 

380 

458 

621 

1.600 

0-23 

181 

20T 

286 

366 

486 

6.18 

7.73 


90S 

Q.67 

184 

2-10 

58S 

6.90 

788 

9.47 


0.01 

084 


180 

382 

901 

986 

11 36 


TIMS MONTH STERUNQ 

£300300 pokes d 100% 


Prev. 
9093 
9348 
93.78 
9340 

E9L Vd. (Inc. Bgs. not shown 29770 (227171 
Previous toy's open InL 303072 (307015) 



dose 

Kgh 

LOW 

Jun 

93.96 

9386 

93.93 

Sep 

93.94 

9385 

93.68 

Dec 

9384 

93.65 

9379 

Mar 

9384 

9356 

9330 


Previous days open nc Cans 838,921 Pme 555.757 (AD currencies) 

Previous day's volume: Cals 10,160 Pud 14.027 (AC currencies) 

PARIS 

7 to 10 YEAH 10% MOTIONAL FHBICH BOND (MATtF) FUTURES 

OtMH Sett price Change High Low t rata t Open hit 
June 117.32 117 62 *0J8 117.64 11728 173,575 

Saptentter 117.1* 11736 *030 IS7 4* 117.14 - *6.864 

December 116.78 116 68 *020 11656 116.66 - 35** 

Esttmated vrtuma 144,179 t Told Open knerest 229.190 

THREE- MONTH PI BOR FUTURES (MATIF) (Paris Inttrtaok ofTsred rata) 


She potets ot 100 % 


Jim 

Dec 

Mar 


QqM 

96A2 

96.72 

96J6 

96.27 


■J 



June 

Saotarnkar 

9248 

92.62 

*0.19 

9268 

9248 


53836 

Hioh 

96.83 

98.74 

96.42 

Low 

9681 

96.73 

96.38 

Prev. 

96.82 

96.73 

96.39 

9X50 

93£S 

♦air 

9X66 

93 JO 

. 

37.432 

Dacornber 

Marcn 

93.79 

93.89 

♦012 

9383 

9379 

- 

21841 






96J0 96JT7 98 £9 


Est Vd. (tic. tigs, not shown) 2166 (1316) 

Previous days open im. 17174 (16956) 


CAG-40 FUTURES (MATIF) Stack index 


HHEE NINTH EWOMMX 

OM IB potto tl 100% 


Ooee 

Hrtl 

Low 

Prev. 

92.83 

9286 

9277 

9279 

9366 

33.® 

93 60 

9363 

94.07 

34.09 

9483 

9483 

94.43 

94.45 

94.38 

94.39 


Jun 

Sto 

Doc 


Estimated volume 09781 (568401 
Previous day's open tnt. 551216 (550269) 


May 
June 
Jidy 

September 

Enmeted vatwire 29^05 t Total Open In te rest 66.387 





M\ 1 1| 











• 'tl 



■ V’B 




f-' Tm 








ECU BOND (MATIF] 


Jims 112.06 113-22 *0-46 11122 

Estim a ted volume 4,115 t Total Open knerest 11.823 


112.86 


11,823 


OPTION ON LONG-TERM FHBICH BOND (MATIF) 


Hftl lie paints d 1 B 0 % 


Close High Low Prev 
Jun 92.03 9205 91-94 91.83 

Sep 9284 9284 9274 92.73 

Dec 93.14 83.10 9204 9202 

Mar 9248 93.46 93.36 9235 

Estimated volume 3724 (1240) 

Previous toy's open mt 21812 (217T1) 


June 

Cans 

September 

December 

June 

Puts 

Septembar 

Decair Mr 

187 


- 

008 

060 

- 

0 78 

- 

1.44 

0J1 

1.00 

1.64 

0.2B 

0.63 

- 

0.69 

1.49 

. 

087 

0.47 

- 

- 

- 

- 

- 

0-23 

0.44 


- 

. 

165.500 

95846 

19.128 

153.149 


10.498 


THREE MONTH BIRO MSS FRANC 

«Rt Im potto d 100% 


Strike 
116 

117 

118 

119 

120 

Open M 

Estimated vdume 59,100 t Total Open Merest 55a736 
t M Yield S Open Interest flgma are tor me previous day 


Ctose Htgh Low Prev. 
Jun 95.32 96.34 95 JS 9525 

Sep 95.76 95.77 95.65 9545 

Dec 95.91 95 90 95.64 B5J2 

Mar 95-99 9290 

Estimated vdume 5830 |5241) 

Previous oafs open im. 34107 (3503 M 


BASE LENDING RATES 


1HRB MONTH EUROURA IKT. HATE 
URA 1J00W potto d 110% 




■"•JO 

Low 

Prev. 

Jun 

8980 

89.20 

89J!1 

Sep 

®.86 

89 76 

89.68 

8984 

Dec 

69.89 

89 95 

8990 

89.83 

War 

90.10 

90.12 

90.10 

90 02 


Estimated vdume 3571 (2165) 

Previous day's open tri. 46936 (46*07) 


Ff-B 100 IMDBt • 

m per MJadte paid 



Sosa 

High 

Low 

Prev. 


2796.0 

28158 

27848 

2819.0 

One 

28198 

28420 

2827.0 

28138 

28430 

2866.0 


Estimated volume 10137 |13049) 

Previous days open Int 47603 (45669) 

■ Conheto Haded on APT. Ctoang prices shown. 

POUND - DOLLAR 

FT FOREKR BtCMBGE RATES 


Adam A Company 6 

AMed Trust Bank - 6 

AS Bar* 6 

•Henry Andtectnr 6 

B 4 C Merchant Bark . 13 

BankofBdoda fl 

Banco BB»oVtzc8ya— 8 

Bank at Cyprus 6 

Bank d Mend- —8 

Barikotlnda 6 

BartoTScaSand -fl 

Bardeys Bank 8 

Brit BkrfWd East 6 

•Brown Shfttoy _fl 

Ct-BankNetoriend fl 

CttankNA fl 

Cty Merchants Bank ....A 

OytteedateBartt— 6 

The Cddparaltw Bank .6 

Coutts&Co.._ 6 

Cradt Lyonnais _6 


Cyprus Popular Bank _ 6 

□uncan Lawns -6 

Equaterial Bank pic fl 

Exeter Bar* Limited 7 

Ftiwidai&GBnBartv._7 
•Robert Fleming & Co _ 6 

Girobank fl 

•Gtomesa Mahon 6 

HabfcBj*AGZtrich _6 

■Hambroa Bank 6 

Kwtistfe&GenfnvBk. fl 

•faSamud .6 

C-HoarsaCo 0 

Hon^mng 8 Shanghai- 6 

JiAn Hodge Bar* 6 

•Leopold Joseph 4 Sons 6 

Uoyds Bar* fl 

Maghra) Bank Ud S 

McOomeJ Oou^bs Bk. fl 
MidandBar* _fl 


Mount Banking fl 

NatWestmtister 6 

Nykredt Mortgage Br* 25 

•Rea Srwhws 0 

Roxtxjrghe Bank Lid ... 8 
RoyalSrofScotiand-.fl 
•Srrath A VVMnsn Secs.fl 
Standard Charierad ... B 

TS8 « 

lirdbarttplc. 6 

•Unaed Bk of Kuwaft 6 
Unly Trust Bar* Pic .. 6 

Western Trust fl 

WMtaawByLakSaw. — 6 
Wkrtoedon & Ste Wad.7 
Yorkshire Bar* 6 

• Members of British 
Merchant Banking & 
Sa cur iti a a Houses 


Spot 

15685 


i-mm. 3-iroti 6 -owl 12 -attL 
15647 15569 15483 15280 


MONEY MARKETS 

French rates tumble 


FT LONDON INTERBANK FIXING 


(11.00 im May 5 ) 

3 /norms l/S tfotars 

6 months US DoOars 

OW 3A | 

offer 3,1 

DU 3*a j Oflar 3 >4 


French cash rates declined 
sharply again yesterday on 
strong speculation that there 
might be another cut in 
France's official interest rates 
today or next week, writes 
James Blitz 

The French franc's perfor- 
mance on the currency mar- 
kets has been sufficiently 
strong in recent days to make 
possible another easing in the 
Rank of France's monetary pol- 
icy. 

At the same time, more bad 
news on the French economy 
in recent days, including the 
fact that the unemployment 
figures have risen above 3 mil- 
lion, have put pressure on the 
authorities to cut rates again. 

IK clearing baric base landing rate 
6 per cart 

from Jamiatv 26, 1993 

Three month French francs 
declined sharply on this 
speculation yesterday, falling 
from about 7.90 per cent at the 
start of the day to about 7.45 
per cent. 

This brought 3 month 
French franc interest rates 
more-or-less in line with 3 
month D-Marks. 

There was a similarly bullish 
performance in the French 
franc futures market. The June 
contract rose 19 basis points on 
the day to close at 92,62. The 
September contract also closed 
15 basis points higher at 93.28. 


The spread between June 
futures in France and 
Germany also contracted 
yesterday to about 21 basis 
points. In part this was due to 
a slightly less bullish rise in 
the June Euromark contract 
which closed at 92.83, 4 basis 
pounds up on the day. 

The rise in Euromarks was 
partly due to a larger than 
expected cut in the 
Bundesbank's repo rate, which 
came down 4 basis points to 
7.71 per cent 

There had been some 
speculation that the rate might 
rise, due to the high level of 
call money. 

However, the Bundesbank 
unexpectedly drained DM2.4bn 
from the market In its weekly 
operation. 

This took dealers by surprise 
because the payment of a new 
Bund issue Later this week is 
expected to sap market 
liquidity. German call money 
closed higher on the day at 
around 7.30 per cent. 

Sterling cash markets were 
quiet, with 3-month money 
dosing about £ per cent softer 
at 6 per cent. The £1.35bn 
shortage was easily removed, 
helping the short*dated rates 
lower. 

The June and September 
futures contracts both closed 
at 93.95, suggesting that 
dealers may be starting to 
wonder about base rate cuts 
again. 


The tang rates are me arithmetic means rounded to tiia rawest one-sUtaentti. of ffia Md and 
ottered rates far SIQm quoted to tiw market by ftva rater enca tonka at 11X0 a.m. each working 
day. The banka ere Nation* Westminster Bank. Bank of Tokyo. Deutsche Bwik. Banqua w ati o nta 
de Paris and Morgan Guaranty Trust. 


MONEY RATES 


NEW YORK 

Lunchtime 

Prima rata 

6 

One month .. 
Two month .. 
TTiree morti 

Treasury BUb and Bonds 

285 Three year. 

280 Five year 

294 Sevan year.. .. 

— . 4.14 
-..8.05 
--580 

Brow loan rets 

Fadtondo . 

Fed. tows a tmarvenUon.. 

t> 

2» 

6b monBi — 

Oneyaar 

Two year — 

— 3.24 

- 3.76 

10 -yaar 

30-year 

.5.92 
. — 6.80 


May 6 

Overnight 

One 

Month 

Two 

Months 

Three 

Montiu 

Stir 

Months 

Lombard 



7.70-780 

7.60-7.75 


7.30-7.40 






8JS 

Zurich 





. 





7-52-787 

?fia 

714 - 7 ^ 




iiC-ii’b 

7A-71i 





Milan 

Brussels 



- 

- 

Outafln 

8-8 lg 

8>«-8U 

4A-6A 

8-8 1» 

7V7’b 
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LONDON MONEY RATES 


May 5 


tntsftienk Oder 

ktarin* 6M 

Storing COs. 

Loaf Acncrtty Daps. 

Local Auflwitv Bento ._ 

OtewrtMMDap* 

Comaily Deposits 

Hnanra House Dqpotfs 
Tieasiv 8H5 (Buy) ...... 

Bank Bias [Buy) 

Him Into Bits (Buy) 

Doftarcoa. 

SOR lilted Dap. Oltar - 
50R Unted Dep Bfd ... 
ECU Unted Dec. Oflar ... 
ECU Linked Deg. BM 


Own*** ™g? 


5* 

4"* 


6 

5*8 


54 

5*8 


One 

Monti 


Tfvee 

Montis 


Sr 

Montis 


One 

Yew 


S>4 


Tmsury BUa Hellk one-fiutiti S*8 per ca* Bra mortis 5,^ P* otr . .kmCs par cent; Bark 
te«): onMwntii Hi PW cent; tiiree mortis Spares* Treaty rota of 

dtera 5-3883 ac. ECS? Rwd Hate Starting bpat Rnanoa 1 M*a_ip *0 Awti_30_ .1Be3_ Apod 
rates for period Mar 26. 1993 to Jrara 22 . 1693 5dsns§ R » jR= ?Ab,l« - Myso rate lor period 
Anil. 1893 to Art 3ft . 1992 Stoonra IV 8 V: 6.018 p-t Loaf A*w fty end Rmtawi seven 
mr’ "Wee. cetera snm toys' bed. Ranee Hun Base Rata 8*2 from u w 1 ■ «9 3.Ba* Dsposft 
Rata tor suns m 7 daw non 5 ^ pic.£ertflatas of TV .Depart Ceries 6 fc DtoM H EIDaooo m 
0 its nau inter one man* 27« px.; one-tine mon*s 5'» Wj Biraw asaW 5 ifrty staKtim 
nwrths 4i p,t. ntoo-Twrive months 4»2 pa; Undw £100.000 21. p*. (rite Jaa27. 1992 Dopetite 
owidiavm fi» cart Uipe. 


THERE IS ONLY ONE FINANCIAL AUTHORITY 



MONEY 

MANAGEMENT 

MAY ISSUE OUT NOW 


This month's coverage includes: 

• With Profits 

• Investing for Income 

• Beyond the Budget 
;■ •■Bancassurance 

"Plus a specie! supplement; 

• Escalating Pension Premiums 


FINANCIAL FI.MfS 


Available 1 at all major newsagents £3.95 


^ * A*. CURRENCY MANAGEMENT CORPORATION PfjC 

WWCHESTEH HOUSE. 77 (ONDGH WM1. LOOCH BC2M SIR) 
TEL: 07V3® 9)45 FAX: 071312 BU7 TELEX: BBQSfll CMC 
PORBGN EXCHANGE 24 HOUR LONDCN DESX 
DnSfT ACCESS TO EXPERIENCED DEALERS 
. - DOLLAR AM) CROSS RATE CURRENCIES 

CALL NOV RSRRKIHBIftroRUXnCH A BROCHURE 



.1 too 


1DOO I 


EZJJOO-WJW. 

BankofScatlanl 

JS IfrreaflMtolj SL £CP 2EH ,071-eOI 04*6 

telBateC5d-C«to. I *64 X48 1 *74 MB 

E25.00MT09399 I *08 086 *» MU 

BBS, lsrs 431 ! uol M» 

Bar* of Kata - Burtons Accounts 

Brawny. Carroll <71 4YB 0222229622 

arTflaAcccon£2SJM0- 1 *00 -( 4071 to 

ueurcioa-- l 500 -I till 1 MB 

Select 

l aaiMM ta Pfr. CwmUT 

,90F..- 

C1C)^d&-€24«B 

£25JtoO-£4»B99 

VO 000 - £99^999 

eioaooD*. 

Bardan Prime Account HJXJL 

totofa BontanffiCO# , OOM 252891 

£1.000-42.499 I 220 l« 222 to 

£2. 600-C9.B98 l 250 188 Z52 to 

£10000-424299 100 15 IM to 

£25.000* J 320 270 I JflSl to 

Braun atpteyl Co LM 

Fortm Ccvo. ixtoor. Law K2 071-0089833 

MCA |.4TS XB8 425 to 

UDsmteM 1475 IBB I 499 1 to 

Caledonian Bank Rc 

S Anlnw Sroail. EtSribUlpi DC 2PP ,0315988235 
«CA- — I 55 4 125 1 -I Vasty 


430 

323 

430 

520 

330 

520 

SSO 

4.18 

630 

800 

*30 

600 

850 

4.88 

6.50 


raetot 

ExOMUta AcC £5000- | *25 

gS^SS* J 550 

NatWest Ciwn Reserrc Account 

41 Uffiffiurv. tondon. EC2P20P ,0800 20)400 

£50000 4 I 6.125 *58 I 6271 to 

Magda slurs 

Nsflonwtde BMg Soc - BitakHSSfnvaHor 
Bart— Wg» rw—al roam Itoamt 
npn *«. MPOan L rttalHi 
E2000-C4.999 I 4.30 3J3 

gffiSfflBs— a ?S 

Patman Bktg Soc Presttp Cheque Accnmt 

Ptohmoto Ha. iMuiliimjti. flKZ 8EP . 08000631 


Provincial Bank PLC 
30 u«| R4 niwn toorowe 

HJCA cn.000*l I *50 


OO1-9208OU 
3J7S I 450 J tan 



Cater Mien Ud 

25 Bfccrtn tjav. looooa GOV SOJ .071-6232070 

HCA ( ISO 138 460 Mn 

Canal £5600 m 1500 3 75 5.17 Mb 

1*50 - 1*5640 1 MB 


319 

138 

356 

3.75 

1.13 

150 

m 


Qtartariiousa Bank Umitad 
ta>.GC*M7m 
<25 
450 
4.75 
UD 
150 
2JM 
225 
250 


C500-C1B 999 J 
OXDO-HUIB. 
£30.000— eases . 


SSDOO- 542999 

SSO OWV-509699 

sioojooo-cifloi9ea_ 
5200.000*.. 



Qydesdate Bank fteiUe Solution Ak 

30 Si Mncoro R 


Qia«. 041 -348 7070 

fl 0600- £29.999 1 420 215 1 4J7| to 

O0.0CO-tM.9W ) *22 117 [ 429 to 

n0(LD00-n«299_- 1 427 120 I *24 1 to 

CNitaderaftm Bank Umitati 

Pnrnm Rod, toiiauyv. 9C1 3UQ 


£26.000 - £49.996 
£10 am- £2*509 
£3600 -£9599 
F2JMO-C4509 

Save & Proner/Robert Ramkig 
16-22 VrortniW; Itoriprt RMI 3L& ,0800 

Cterttacoat 1*50 138 *50 

rESS* had i ft* — *98 - sop 

TESSA ItelrtM I in -I 525 

Tyndall & Co Ltd 

70-33 Fywcms Worn SLBrtiM C272 

Demand dec .1 0*25 350 0* 83 

MMAEIOOfrt 04*3 3 *7 (M 71 

F«M£lt)0.000* 1 0488 365 0*97 

MuroPte 0*5 0 338 0458 

T^A I 05. 13 - 0522 

ULC Tnnt Lhntted 

I boa cunffierinl Fl. LonTOnAIH 7M. 071-2M 009* 

f lOjnO-flO day nadca . I 7 75 181 738|3-Mai 

munO-lBOdM HOMO.. 860 638 

£25,000-1 J 825 819 

United DoraHon Trust Ltd 

POBO* 135.M*nya.R«anone< 3EB 


CrtMIteiaaanAccaart 

EUHO*. — „7 5. 


925 


3 94 


Inc £3^00* I 160 

lTrRaaMnj»*-( 5.75 
5 Tr fixed Ml £1.000* _ I 7.10 

Ttn Co-aperaOve Bank 

PO Cm 300, SMxnoM. Lawi 

I atm 


4^ 


008744500 
7JI7 1 


J. Hamy Schroder Waog & Co LM 
120Qlrt8rtta.tiiiidonE£»eOS 071-' 

SpeculArc. . — am 3J» | *oa 

£103100 an) ame 1 425 3 19 I 4 32 



Me i tem Trust Mgh Interest Cheque Acc 
IBvfrHnevcertre. nymauUiPtl ist 0752 224141 

nuno*. . 1 550 *.i3| sail on 

£3,000-0 4 .999. 1 525 3 94 5 36 Qtr 

£1.000-0 ^99 I 5.W 175 1 5 09 1 to 

Wimbledon A South Went Rnancii .PLC 
1 14 Hoixgaro 8L Unrom EC1 7AE 071-6089485 

Wgb la cucque Acc — I 55 a 413 I Sfll ! cm 


Hares- Bran croncUB rats a mtareai praato. oar 
bUng aooroee al B<* Mutual al UK im tacane In 
■efe My el Mato paaMe rtar rtsrtng frr MvcOn si 
ura irt hm In Bran CJUt Gran ran irouamd m 
Ma xauit a * am«nwg a raaed nau caiei w 
once a yea. XannnM ffinrt Me* M GR Fremcy 
« unto romcT la aeairt 10 roe acaui 



CROSSWORD 


No.8,143 Set by VLXEN 





ACROSS 

1 They’re prepared to cause 
panic to make a star slim C9) 

6 A good man always in control 

(5) 

9 A student - the apple of his 
mother's eye maybe (5) 

10 Money one classified as rent 

(9) 

11 Some angle to hold back a 
beast which is a bloomer (10) 

12 Distraught seer giving tongue 
f4) 

14 Depletion of capital assets (7) 

15 A plug for the deep trainee ■ 
worker (7) 

17 Combine a number in a bed 
after study (7) 

19 The buyer of small storage 
container (7) 

20 Egghead against article writ- 
ten by a Welshman (41 

22 subordinate Position 

25 Insisting upon maddening 

reforms i9) * 

26 & may feel !t “rtravaeant 
to add cream ( 5 ) 

27 Oriental copper - or could be 
a Spaniard (5) 

28 dlri *«,“** t0 btndie a ran- 

DOWN 

1 nJErP dish - ror sanctimo- 
rnous Conservative leader ( 5 j 

2 S?lh a ro qUiet 

one when upset (9) 

3 TODtOTI™' mascu ^ *le- 

4 22SK. Qf ever yriiing thF- 
ftwjch turned over to the oaf 


5 Confidential information put 
about within certain groups 
(7) 

6 The kind alternative In a way 
14) 

7 The consumer in the main 
will waste a terrific lot (5) ' 

8 Memorable revolutionary 
character (3-61 

13 Cuts a cause of suffering for a 
marine creature C5-5) 

14 Effects and cash - ie estates 

(9) 

16 A page sounding charming (9) 

18 A tourist centre built of gran- 
ite (7) 

19 Vehicles left with some 
advantage on board (7) 

21 Guys doing commercials 
made to change a quarter 12-3) 

23 Note the mark of a blow 

remained (5) 

24 Standing up in a knot 14) 


Solution to Puzzle No4M42 
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Mem H -137 

Uatas-SertoA- 200 

Mow4tariaB n 187 ■ 

HoMaRnf _____ 148 

Outokumpu A 54 

PttlJOUA ; 88 

PoftjnfaB. 81 ' 

Rnpetn .71 JO 

TNupeOa 21 J» 

UnBwBkc: l 118) 




NYSE C&npWn 

24533 

24454 

24346 

24248 

Pom HkL MaW 

424.78 

42221 

42096 

41575 

NASDAQ CnqnlB 

67516 

66571 

661.42 

65846 


Daw kKttbW Mr. YMd 


S & P MuttH ife yMd 
SIPUHErit 


NEW YORK ACTIVE STOCKS 

. Stocks Ckafaig Change 
Tuesday traded price on day 


JAPAN 


abewaua w m i n i m 


PdEtan Beetle Rwy. B30 — 


VM-Man 
ifaaa Warner 
Mont 

fMntHgtM 

mwwanee 

PMp Uonta 

On Mctorc 

Ckjakr 

Ctkorp 

LtoOrt 


3385700 26 % + h 

3333.400 28% *3% 

3.T95300 38% ♦ % 

lfl45JX» 40% • 8 

2385.400 20% 

2371300 47% + % 

2,782,700 41% - % 

2308300 41% • % 

2,415300 28% + % 

2334300 21 % - % 


VI) (10/3/83) (1«Q 

40848 524-90 882 

0814) (10/3/B9 Cl«3a 

3088 4087 864 


(1374/931 (l/IIOTfl 


25138 448 

0/1} [ (1MM3) 0SW43 

30584 | 42478 2931 

0m (4/5/831 (9/12/72) 

70885 5437 

(4/2/83) 01/10172) 


yaar ago (approx) 
2.78 


yaar ago (approx) 


TRADING ACTMTY 

T Vtfumo MOtans 

May 4 May S Apr 30 


Naw Yak EE 284377 220302 230.113 

Anw 17364 15.137 13351 

NASUQ 288.766 202331 228384 


RtZAkfea 01 / 12 S 8 ) 
Ctawnrzttirti (102753 
MX 0011207) 


8 YSE 

hsuss Traded 

Rtaw 

Ms 

Uaenangad 
HawHpa 
Naw Lows 


2308 2306 2.494 

1383 1.100 1,210 

894 7*1 571 

551 615 613 

B8 78 71 

21 14 21 


JAPAN 
MaW ( 160 / 49 ) 

Tt*jO BE (A|*4 (4/1/68) 
2 nd Badm (40/68) 


MALAYSIA 
KLSE Cnrpodtt (474/88) 


NETHERLANDS 
CBS TuaaJeiMSia 1S63J 
CBS M Shr S*d 19« 


NORWAY 
OSb SE *d) (271/83) 


PHIUPPtNES 

Itata Coop QTUB3 


SOUTH AFRICA 
J6E6DU08W78) 
JSEWsttM (20078) 


28832 00) 


1200.78 00) 


83832 84431 840.13 64133 675.70 (10/3) 

1812.7 18313 1818.1 1B227 1908.10 (103) 
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10 82 8 % d 8 % 8 % -% 

060 21 12 823 29 2 B% 

048 74 149 11 % 11 

IS 17 4 18 % 18 % 18 % 

288 44 17 8402 85 % 6 *% 84 % 

- F - 


029 164 0 15 

124 74 ZlOO 
012 OB 24 30 

340 08 2 

040 £2 12 11 

4 81 

020 24 12 85 
048 1.7 16 5796 



042 29 19 212 II 10 ^ 10 % 

1.34 74 23 SB 177 a 17 % 17 % 

1.78 74 30 41 23 % * 

0*4 10 11 1184 15 % 

17 % 12 % Kandy Harm 020 12 19 57 16 % 

30 % 25 % Karan 070 24 17 4 Q 2 29 % 

23 % 20 % Hamated 034 14 18 239 22 % 

2 % 1 % Hanson HH 10 B 1 % . _ . 

19 % 17 % Hansen ADR 148 54 9 2442 18 % 18 % 1 B> 

28 % 2 *% itartand 044 34 17 112 27 26 % 26 % 

21 1 Z 75 35 % 34 % 35 % 

22 24 16 % 16 % 16 % 

040 21 11 934 19 % 18 % 19 

144 27 13 248 38 % 37 % 38 % 

1.40 3.4 11 387 40 % 40 % 40 % 

212 34 X 200 58 % 56 58 % 

060 06 0 192 8 % 5 % 6 % 

ISO 7.7 2 Su 19 ^i _^19 19 ^ 

_. 29 

S 9 % 9 % 
13 % 13 % 
17 % 16 % 17 

12 % 12 % 12 % 

U 37 35 % 35 % 

- 37 % 37 % 

_ __ .. ._ _ 41 % 41 % 

048 14 42 858 32 % 31 % 32 % 

224 34 18 818 74 % 74 74 

1.08 21 16 1301 82 * 

080 IS 22 6811 ... 

044 44 3 210 9 % 

191 Aim 

050 64 38 1186 7 % 

060 94 “ 

063 07 
090107 
084 06 
044 29 20 

043 IS 28 235 

0 1330 . .. 

ISO 27 TB 453 45 % 44 % 45 % 

095 1.1 TB 232 ) 04 % 84 B 4 % 

24 1548 27 % 25 % 27 ^ 

_ ^ 13 12 3 ~ 

>1 39 % Home Depot 009 02 53 T 0 B 32 44 % 

8 % 4 % Hone Shop 325 830 

18 % B% Hnmmtnte OlO OS 12 4975 15 % 

2 % 1 %HamptaMig 1 . 20 884 0 15 1 % 

28 % l 9 %HendaMAW 023 09 34 19 28 % 

3 SJ; 31 %ltan»wia 049 26 13 2227 34 % 


38 % 3 i%HartryDw 
18 % ( 4 % Hamnn hd 
20 % 17 % Kxmtadrie 

38 % 33 % Hants Dp 
45 37 Karoo Dp 
59 % 54 %HartM 3 tm 
8 % 5 % HartmanrC 

ife 17 % HaBraaa _ 

38 % 31 ttettanSx 228 07 63 246 33 % 33 % 

32 % 24 IMDi Caz 143 BS 20 476 29 28 

10 % B% KaaSh Egu 098 104 17 524 
15 11 % Hetth RhD x 128 93 13 545 
26 % ISHaaUrtadl 14 1721 

14 % 7 % HadaUn 0 S 5 04 81630 
36 25 % fatasheyx 028 04 26 1173 

45 % 35 % Hehz 130 £2 18 2146 38 

47 % 38 % KrtaneCUr 024 04 17 12 B 41 

32 % 22 % rMnartcrt 1 
77 % 63 % Harctdes 
55 % 48*2 Harshly 
79 % B 6*2 HnrteflPW 
11 % 7 % Hand Op 
3 %WShera 
5 % WbrarteA 
5 % High hex 
Mohlneax 
MTU toe 
HI YU Pis X 
. 14 WxngSH 

48 % 38 % taradxrai 
1 % AHMsDept 
53 % AZmodHI 
' 55*2 HtoacWUJR 

IBNMaAmw 

3 % 2 %Hatoamhc 


! 


A 

3 

£ 

5 

A 

*1 

3 


064 114 36 220 
212 £3 M 966 
078 14 20 197 
Dxpx ISO L 0299 1046 
024 IS ID 21 
24 470 
4 36 
243 04 ZlOO 
247 84 2 

830 74 2104)2 

1.74 £2 12 1782 26 % 

1.12 33 13 74 34 

040 24 25 181 16 % 

ISO 14 12 554 56 % 

218102 S 3 31 % 

1.00 23 45 117 44 % 

048 1.4 15 5542 70 % 64 % 64 % 

032 IS 27 1381 32 31 32 

084 26 19 794 82 % 32 32 % 

054 £4 17 260 22 % 22 % ' 


: Lone Star 
29 % 26 % 104 ) 12.48 
29 % 2 S% Id 0 si 2.47 
105 <BLcncfLO 30 

2§j 24% bngicMB 

37 % 33 % Longs Drug 
20 % 16 Loogrtew F 
57 % 44 % land (top 
32 % 27 % LauisIZS 
47 31 tadslxnd 

78 % S%laisPK 
35 % 24 % Lowes Co 
33 % 26 % Lidxtzd x 
23 % 19 % Lchys Cali 

49 % eOLufassbcx ISO 22 19 307 
20 % 13 % Lnatuea 085 26 12 



32 % 29 Lj*atBC 
29 % 23 %lycnde 6 P 


18 32 3 H% 

ISO 09 S 3 1842 26 % 


22 801 
044 13 14 1162 
14 B £1 18 202 
24 375 
1.48 4417 31 : 


7 % 4 % WACOM 
69 % 55 %UBUtac 
34 % 29 MDi 

5 % 3 % MOCHUgs 
32 % 25 % MOURes . . 

10 % 0 %MF 5 Charts 090 OO 1119 
7 % 7 MFS Gut Hr 058 8.1 104159 
18 % 1 !%MQPmp 08 D 88 27 481 

31 % 19 MGM Grand 84 973 31 

2 % 1 % mGronp 10 95 1 

■ MHCRnsK 1.16 8.1 9 2963*0 




2212*1 13 % 13 13 % 

044 20 17 20 22 21 % a 

28 1697 11 % 11 % 11 % 
1 % 



9 % Harm K 0 \ 

20 % Hamel 
5 % Horsham 

1 Heart b* 1 102 1 % 1 

Houghton M 062 21 JB 212 38*4 37 

9 % HousaFah 048 4.1 31 3 G 4 11 % 11 

= ^. . Housaim 232 33 17 445 7 H% 

27 % 26 % HMI U 238 £7 30 27 % 

14 % 10 % Kami 016 IS 37 48 13 % 

10 % Hahn Hi 0.12 U 13 333 12 % 

10 % 14 % Huffy Cwp 030 14 16 120 16 % 

15 % 13 % HagtaESnix 012 08 27 10 14 % t 

21 % 6 % Human Inc 14451605 11 1 B 033 9 % 

16 % 13 HuntMfeC 035 24 17 82 15 

19 9 %Hixithgihn 038 3 S 12 IBS 
12 11 % Hyperion x 1.14 07 285 



IB* 13 % Me Freds 
25 % 17 % Magneto* 
034 015 MAI Sash 
18 % 14 % IfehysbF 
26 % 18 % Manor Dn 
17 % 13 % M enp ower 
6 4 % UmuaLoa 
9 % 7 % MamBe 
23 2 D%Lf» 0 flP( 
54 % JB% Mapcn he 
26 l 7 %ManmMer 
4 % 2 % M&ttoBB 
19 % 15 % Marti IV 
27 % 20 % Marriott 


48 383 1 
17 488 
0 110 
0 S 7 04 185 1 

009 04 16 1717 2 


31 BBZ 
040 75 30 18 

22 30 
24 

1.00 IS IS 379 
ISO £7 8 5823 
1.15307 13 3 T 4 
010 05 18 762 
028 1.1 34 1392 

87 MarsMMd. 270 £0 21 1012 81 
41 % 33 % BlM 16 87 

35 % 29 Masco Crap 064 20 25 1352 



. 7 % MasandR 072 £7 
29 % 26 % MassmtdCp 280 £7 8 


440 83 39 

040 43 343034 9 % 
144 25 15 3689 73 % 
050 3.71701442 13 % 


1*42 4 l£ 42 ♦% 

7 32 % 3 ^S +% 
20 8% 9% 8% 

24 29 28 % 28 % 

52127 % 128 % 127 % 



!S 



1 *% 

.a . 

11 % 13 % + 1 % 
11 % 11 % 


. SaFTDaarUn 
17 12 % Fa&rtCeni 
37 )* 29 % Frchfidl 
7 %RnM 
. 8 %FMlte 
7 % 8 % Few Drug 
52 % 45 % Fed Hm Ln 

53 % « 7 Fb« 2 S 75 288 54 B 
29 23 % Fed Hi; 144 £8 65 248 

7 % 5 % Feddars 048 83 3 384 

60 % 48 Fatal* Ex 27 1365 

2 D% 16 FM Mogul 048 24 58 874 ... 

8 «% ? 2 %F«ill 8 lMtx 144 23 13 ^83 81 79 79 - 1 % 

27 % 22 % FarFBoanl ISO 44 14 1808 23 % 23 % 23 % 

24 % ZQj Fedwrt Sfl x 048 21 22 513 23 % 23 23 % 

22 % 17 % FadDmjd 18 3483 20 % 19 % 20 % 

' * aB%Fnrroltop 048 14 16 1005 30 % 30 % 30 % 

11 438 Z 4 % 23 ); 23 % 

028 27 23 84 9 % 9 % 9 % 

032 04 17 245 u 41 % 40 % 

140 34 11 5 G 9 39 % 



18 % F 

. _Hftrt 8 kx 
41 % 29 % FhgertiXx 

43 % 37 % HratAmB . 

34 27 % RrotBkS ISO 34 27 1359 33 29 % 29 % +% 

9 % B% RrAfoxXx 090 94 165 9 % 9 9 %*% 

10 % 9 % FatBosSx 1 S 6 IDS 82 10 % 10 % 10 % -% 

33 % 2 B%BmtBmd 024 06 14 881 31 % X% 31 % * 1 % 


£ 
£ 

40 % 41 iJ| 

3 B% 39 % + 1 % 


2 85 84 % 84 % 

22 50 % 50 % 50 % 
6 95 % 94 95 % 


87 74 % FtiChACPB x 6 S 0 7.1 
61 47 % FstChACPC 330 63 
96 B 6 %FstCHaaiCx 630 64 

45 % DSFMOik: 130 3.0 18 4700 40 % 

215 £0 27 38 

238 14.1 41 14 % 

OlO 03 51 2186 38 % 

140 28 17 4584 58 % 

£00 Of 37 11 * 9 % 

030 £2158 169 9 % 

057 43 955 ) 113 % 1 . 

190 7.1 40 54 % 54 % 

072 83 TI 51 11 % 11 % 

1.40 11 12 2388 48 % 45 ' 

1 JM 28 11 228 37 % 36 


-1 


FtostHdx 
FstFtf 21 
12 % Flat Fid 
35 % find FnM 
31 % 44 %fWhtox 
49 % 41 % FMH 8 
11 8 %naMn 
13 % TOFstPWF 
55 % 52 % First U PI 
13 % 9 First II IV 

53 % 4 i%FhrtlHo 

43 3 % HrstVton 
37 % 29 % FtoaterCax 

104100 % RWarMx 
37 % 3 Q’« FheiFW 
37 ITHemnod 
34 % 30 % FhmhgCd 

44 34 flgMjfiy 
36 31 % FtoktaPr 

20 % i 6 %Homn 
48 38 Ftaer(top 
54 43 % FUG (top 
4 




■ 4 % 

n% 

,n%i 

11 % Futons &ny 


1 S 4 11 12 373 33 % 32 % 33 % +% 
092 07 2 101 % 101 % 103 * 1 % 

090 29 17 2714 31 % 30 % 30 *- 1 

050 2 J 5 16 1 SH 19 % 19 % 19 

12B 17 10 782 32 % 32 3 M. 

036 IS 19 230 38 % 38 % 36 % 

1 5 4 54 18 649 35 % 34 % “ 

On 4.4 18 379 17 % 16 % 

048 IS 24 2422 39 % 38 % 

B 769 *4 43 % 

005 09 39 BS 5 % 

1 J 0 IS 20 5 B 35 

012 IS 11 674 9 % 

ISO 2 S 16917 BB 8 nSS 1 ; 

1 S 2 89 26 111 

068 24 19 
244 04 1412 B 7 38 % 

004 04 ix n% 

054 6.9 64 8 

028 08 21 715 36 % 35 % 35 % * 1 % 

M 170 31 % 30 % 31 +% 

0 5 5 07 12 19 7 % 7 % 7 % -% 

1 SB 4.4 4 43 43 43 -% 

1 5 5 6 S 18 1150 20 18 % 19 % -% 

175 84 27 58 % 58 58 % +% 

068 08113 40 82 % HI 82 % * 1 % 

038 10 ZB " 

028 2.1 



17 % BP he 
2 % CM foop 
5 % CM Pham 
26 2 O' 

15 % 11 

84 % 69 % TIT Dxp 
30 % 27 % Idaho Pur 
28 % 21 % hex (top 
29 ); 26 % H*» 4.42 
54 50 % aPe 8 S 4 
50 % 44 % D>W 7.56 
29 25 % ■FF 4 S 8 
ZB% 25 % ■ R 42 
51 % 47 %IPl 6 S 4 
30 % ZPaSROkCn 
45 36 % BPkARPA 
92 47 RPWARPB 
24 % 21 % Hn Par 
83 % 81 % ID 
45 % 31 MC Fall 
35 % 23 knceraGre 
7 % 4 % too Del 
1 17 % BtAhreet 
21 % bcoLmx 
2 BhdMP 215 
89 hdMP 7 . 0 B 
■ 12 %MaD 1 h 
28 % M Energy 
I 8 % total Find 
12 Shdresca 
36 % 28 % farenol 
24 % 20 Hand SB 
22 % 1 B%hQUph 
9 5 htaVc 9 
1 % %hhhtfc 
22 % i 7 %Uaftagi 
21 % 1 B% totereep x 
4 % 3 % Matte 
57 % 45 % BM 
16 13 %MFhnB 
119 % 103 %WFW 
27 % 23 %«IMB 
B 0 % Int Paper 
27 hUdac 

. . 7 %HweUn 
34 % 30 %hHPw 
11 % 5 % htatn 


020 IS 17 082 u 2 Q% 

1 114 3 % 

2 1054 11 % 

PTbdWlX 288 ITS 0 165 24 % 

HTPnpty 084 £1 18 166 14 

— ” 1 S 6 24 33 4991 83 % 

1 SB BS 17 514 30 % 

16 9 26 % 

221 7.7 2 28 

*47 8 S 
178 7 S 
204 72 
210 74 
4.12 11 


20% 20% 

1 ^ 11 % 


_ 87 Matoaldta 082 OS 27 
28 % 20 % Mattel he 020 06 188737 
40 42 % Maaan 4 
9 % 6 % MaasEn 
79 % 66 % May DaptS 
15 % 13 Maytag Dp 

28 % 21 % TWA Cop 096 40 13 IBB _ 

23 18 %McQaUiy 025 1.1 21 11 22% 22 % 22 % 

33 % 29 % MdtomCS 220 67 15 33 32 % 33 

31 % 29 %Mdtood 2 B 280 86 20 81 % 31 % 

16 % l 3 %HcOanhv 030 20 6 166 15 14 % 

54 % 45 % McOon (top 040 OB 18 4646 49 % 

67 % 48 % MAh Dgl 1.40 2 S 10 2960 ~ 

64 % 58 % McfomHl 2 SB IS 18 487 . 

47 % 3 B%McKasaxi ISO 18 15 571 42 % 41 % 41 % 

47 % 37 % Meal Oipx ISO 22 591285 46 45 % 45 % 

20 15 % Veaaxn 044 26 Z 77 778 16 % 16 % 1 “ 

27 13 % MadCareAm 13 3823 1 ‘ 

34 29 %MaarudX 253 7.7 16 360 
i% 51 % Madtoxdc 058 08 20 3483 
i% 16 % MuknaDp 040 17 31 11 24 

6 4 MB Dins 3 530 4 % 

28 % MAXI Mix 260 OS 45 29 % 

81 % Malm Bkx 152 2.7 6 2140 58 % 

1 J 2 13 38 2098 
1 S 2 26 14 71 


1 BB 3 

Up lea Stott 
68 % 59 % NnrftttSx 

26 % 21 % Nan* Hy* 
6 % 4 %Notakhe 
13 % 7 % W 9 i Fork 
28 % ifl%lftaaftd 
28 % 25 %KEBtU 6 

47 42 %Ntl 9 Frtr 
1 y Nurthgate 
M u torop 
iNrttwPdt 


laa Data Owe 


re. h si 

hi » e na ire 

ISO 10 15 791 61 % 50 % 50 % 
a« 1 J 3 B 382 tfiB% 26 36 % 
OlO IS 3 174 5 % 5 % 5 % 

0 . 45 34 75 231 12 % 11 % 13 

116 27 26 % 26 % 

1 . 7 G 6 S 15 1251 28 % 28 28 % 

152 15 19 283 46 4 S% 40 

3 32 B % % 

1.60 4.1 14 551 39 % 39 39 % 

1 . BZ 5 S 17 35 U 31 30 % 31 


1 


»% 41 %ltonredD>xlS 2 26 M 1881 52 % 51 % 51 % 
7 lj 6 % Nora Core x 024 14 19 50 7 % 7 % 7 % 
23 % 11 %Naracxra 18 1045 _ 15 14 % 14 % 


23 % 11 % Horacae 
98 % 84 HraaNerd 
17 % 16 % NuCaMun 
18 % 16 % NuNyMon 
95 76 NuecrDip 

28 % 23 % NU Core 
14 9 % Wtaog 
17 % 15 % Nut Cal 
13 %l 2 %MmenCl 
12 %MneanMI 


13 % 

17 % 18 % HuntnMO 1.17 6 S 
12 % 11 % Mineral HM 067 £7 
16 % 18 %NumenNF 
16 % 15 % NUweoPP 
18 % 18 % MuwonPI 
32 2 B% Nymaglc 
32 % 82 NynexCcfp 


084 0.7 19 112 95 % 95 % 95 % 

1.11 65 115 17 16 % 17 

1.18 65 38 17 % 17 % 17 

032 04 48 432 B 9 _ 

150 65 12 33 27 2 B% 

20 302 12 % 12 12 % 

156 EL 3 197 16 % 16 % 16 % 

073 55 16 12 % 12 % 12 % 

082 6.1 25 13 % 13 % 13 % 

128 17 16 % 17 

77 11 % 11 % 11 % 

69 17 % 17 % 17 % 

216 16 % 16 % 16 % 

309 17 % 17 % 17 % 

• £ 7 % 

83 % 



1.12 65 
1.14 75 

1 S 4 7.1 — 

040 IS 20 174 27 % 27 ' 
4.72 £7 13 2116 83 % 


- o - 

31 46 

23 3539 

ttdoaxIHax 006 04 17 356 

ISO 45 32 3611 22 % 22 % 22 % 

55 2328 35 34 % 

1 SS £6 IS 854 22 % 22 % 22 % 

15 534 17 % 16 % 17 % 

1.50 6.1 M 577 24 % 24 % 24 % 

4.40 73 2 61 GO GO 

456 7.4 2 61 % 61 % 61 % 

7 S 4 75 7 098 BB% 06-2 

756 7.6 ZlOO 95 % 95 % SB 1 ; 


9>2 7 % OHM Dp 
4 2 % Oak M 3 
23 % 17 ' 

23 % 16 % 0 CttffW 
37 % 26 % OhceOflprt 
24 % 21 % Ogden Cp 
20 % 16 % OgdhnPrei 
25 % 22 % Otde Era® 
61 % 54 %<ne 54.4 
62 % 550 bUE 45 G 

96 % BGOIdoE 7 S 4 
97 89 % 0 MeE 756 
105 101 OtdoE £04 
107162 % OldoE 9.12 
33 % 33 Otodi G 8 E 

46 % 40 % Ol Dxp x 
3 T% 13 % Omdeare 
47 % 38 % 0 ndcim 
13 % HOnaUaUd 
24 % I 8 0 natthc 



ZlOO 102 102 103 
ZlOO 104 % 104 % 1 D 4 % 


164 8 A 
012 £7 

266 75 13 389 35 % 

220 45 27 121 44 % 

016 09 23 130 17 % 

1 S 4 29 IB 387 43 % 

0.48 42 31 GO 11 % 

156 4.4 18 B 39 1 ) 24 % 

27 % 22 % OppertlCap T-B 5 7.1 15 46 28 % 

11 % 10 % 0 ppanhMS ISO BS 284 11 % 

g 8 % 0 ppanhMdx 070 00 171 8 % 

5 % Orange th 12 137 5 % 

48 40 % Orange It* 246 £3 13 200 i> 46 % 45 % 46 % 

27 % 21 % OiegenGS 056 24 28 1 » 23 % 23 % 23 % 

2 % f% Orient Exp 1 T 4 1 % d 1 % 1 % 

46 % 34 Orton Cap 080 15 9 93 44 % 

24 % 17 % ttyx&ioro 040 IS 30 1068 22 % 

S% 10 %OuftWMa 040 251711 1960 17 % 

19 % 15 % O’aeaa Sttp x 060 3 S 47 1 54 1 9 % 

17 % 12 % Owens 8 M D 21 15 2 D 290 16)4 

’ 28 2011 39 

066 35 ID 2 17 



22 % 22 % 
17 17 % 
19 19 

15 % 15 % 


47 34 % OmnsCom 
22 % 15 % Oxford hd 


17 


-P-Q- 

1 SO £6 12 254 40 % 40 40 -% 

0 S 4 05 11 501 30 % 29 % 30 % +% 

36 % 27 PNCFtoane 1.14 £6 12 2154 32 % 31 % 31 % -% 

75 % 89 % PPG hdhx 200 27 22 687 73 % 72 % 73 % *% 

18 OPS Groce OSD SS 1 101 11 % 11 % 11 % -% 

1.12 4 J 12 1374 24 23 % 23 % -% 

158 75 63 ui 6 % 16 % 16 % *% 

012 OS 13 19 13 % 13 % 13 % +% 

IS 6 ES 42 4492 18 17 % 17 % -% 

0.44 IS 14 1849 237 g 23 23 % 

1 J 8 55 1 ! 34 S 0 33 

218 45 21 3349 45 % 


43 38 % Ml (top 
33 % 23 % PM (top 


24 % 19 % PS 
16 % 15 % Pk Am Inc 
16 12 % Pac Sdan 
20 % 16 % Padflcorp 
25 18 %PacEnto 
35 % 31 % Pac Gw 
49 % 43 % Pac Tel 


32 % 
45 % 

28 % 22 % Pahm 575 158 55 13 25 24 % 25 

29 21 % PahWebber 048 IS 6 1661 25 % 25 % 25 % 

21 % 16 % Pal Carp 032 IS 30 1510 20 % 19 20 % 

' 080 £7 11 1333 21 % 21 % 21 ‘ 

060 15 24 1005 51 % 51 


24 16 % Morale 
52 % 42 % Poomxxit 
16 % 11 % Park Bald 
7 4 %PatarDri 
34 % 28 PBrtartUi 
3 % l%Ptt 1 ttPt 
11 lOPZMatPr 
4 ); 3 Patten Crp 

30 % 23 %PamCOi(r 
67 55 %ftanFw 45 
106102 % PennPwa 7 
104 % lOOFonnPwe 
45 35 % Penney 
X% 26 % PenrayCPD 
64 49 %Raro 0 U 

33 zamrenEB 

26 % 19 % Pm QcyaM 
43 % 3 S%ftpttxi 
39 % 32 % PoMnBm 
19 % 17 % FMfea Rn 
4 % 

9 % 7 % Parry Orufl 
18 % 14 % Pet he 
21 % 15 % PeUM 575 
29 % 24 %PeRea 
27 % 23 % Pabto Sia 
72 % 52 % Pfw 
56 % 42 % Plata! Dad 
63 54 m »5 

83 % 5 BPME 4 L 4 
101 % 97 ROE 7.75 

18 % 15 %msittn 


052 22 27 3 14 % 14 % 14 % 

15 1341 6 % 6 % 6 % 
0 S 6 35 22 2960 30 % 29 % 30 % 

1 SO 2 % 2 % 2 % 

OSO 7 S 475 x 11 % 11 11 % 

18 95 3 % 3 % 3 % 

054 29 22 B 7 S 30 % 29 29 % 

4.50 07 ZlOO 86)2 BB% 67 

078 02 ZlOO 105 105105 % 

8.00 7.7 3 u 1 M% 103 % 104 % 

IM 14 13 5127 43 % 42 % 42 % 
1 S 6 £6 14 610 30 % 20 % 30 

£00 4.7 49 506 U 54 % 63 % 63 % 
30 % 


1 . 7 B £8 13 189 


30 % 301 ; 


£ 


015 07 24 6809 22 % 20 % 21 % -% 

052 14 2315913 38 37 % 37 % *% 

086 ISIS 516 36 % 

150 £8 13 40 19 % 1 

3 %PandaiBax 027 64 9 17 4 % . 

10 317 7 % d 7 % 

026 15 14 2380 15 % 14 % .. 

157102 11 15 % 15 % 15 % 

060 28 42 40 029 % 28 % 28 % 

OSO 08 76 754 24 % 23 % 24 % 

158 24 2112051 71 % 09 70 " 





Z 100 

2 

3 

3 

3 


dW 

a 


28 % 26 % 
28 28 % 
51 % 51 % 
47 % 48 % 
28 % 28 % 


rj* 

+% 

*3 

3 


_ 43 % ... 

37 % 32 % Mare Store 
44 % 33 Man* he 

21 % 15 Manaiy Fh 

32 28 % MareJS 
78 56 MamUix 
17 % 12 % MenyGMd 
6 % 3 % Mesa he 


*% 


4 


28 % 

28 % 

51 50 % 50 % 

(LOO 22 15 299 27 % 27 % 27 % 

3.00 68 2 44 % 44 % 44 

150 07 2 i )52 52 52 

OBO 3 S 17 7831 ) 24 % 24 % 24 % 

550 BS 21 1103 30 % 80 % B 0 % 

1.03 3 S 9 437 36 35 % 35 % 

044 IS 17 2857 x 29 X * 1 % 

050 as 1 15 8 % 6 % e% 

152 72 S 18 % 18 % 18 % 

0.40 15 51 341 22 % 22 % 22 % 

215 8.1 3 28 % 26 % 26 % 

7 S 8 7 S ZlOO 93 % 83 % 

093 7 S 19 13 % 13 % 

1.48 45 12 71 33 % — 

aos 05 2*9 10 % 

5 853 11 % 

070 22 25 2697 32 % 

060 26 4 1328 23 % 

020 09 30 10 

2 208 

0 27 

052 15 5 SO ... 

1 JB 82 114 20 % 20 

3 925 3 % (J 3 

216 4 j 4 3101 BB 49 % 48 . 

12 304 15 % 14 % 

3 S 0 25 24 436 115 % 114 % 


a 

54 

20 % 

25 % 

3 % 


1 % Manat* Tstx 008 4 S 25 


ISO 28 172374 
0 S 2 IS 33 1856 
054 21165 517 

ISO 1.7 7 4442 72 . . 

005 03 20 1001 14 % 14 % 14 % 
21554 8 5 % 5 % 



6 % Mntokhe 
48 Utt£ 3 J 0 
15 Mdiffed 

20 Madct)Fd 

3 MkkeOwi 


a 


2 

8 % 


80 2 
13 12 8 % 

350 7.4 2 S 3 53 53 

040 22 71055 18 % 17 % 13 % 

23 11.1 6 406 23 % 22 % 22 % 
0 S 6 15 3 6 3 % 3 % 3 % 



14 % 6 % MUAsMtoh 
35 % 25 %MSpora 
116 97 % IM 
43 % 32 % MragaHas 
25 % l 6 MtohSnA 
23 14 % MtidErdl 
2 % 1 % UWCrap 
23 % 17 %Mtoid)Bi 
71 % SG% Mot* Crap 

21 16 % M rtaadar 27 85 1 . _ 

12 % lO%MraattMB 02 D 15 5 ZlOO 10 % 
57 % 48 % Monsanto 232 45 65 1718 54 
7 Men! Etta 044 55 10 238 8 % 
. 25 % MonfentPD 158 55 13 756 27 

22 % 30 % MentBomSt 15 * 7.8 10 101 
17 % 15 Him Crap 094 £7415 885 


11 % 11 % 
30 30 % 


14 543 11 > 

052 1.7 33 455 30 * 

352 29 20 1676 113 % 112 % 113 % 

29 541 39 % 38 % 38 % 

048 20 30 419 24 % 23 % 23 % 

053 24 1296 21 % 21 % 21 % 

30 BS 2 % 2 % 2 % 

007 05122 2 n 23 % 23 % 23 % 

3 S 0 45 22 4236 70 % 70 % 

“ ' 19 % 

10 


74 % 59 %MaganJP 2^0 36 9 4820 68 % 67 % 67 % 


12 % 10 % MraganGren 0 S 2 OS 
89 % 71 % IfgaiJPPI £00 6 S 
20 16 % Hagan Kpi 028 1.7 
6 % Morgan ft 
54 Morgans*) 



OSO 11 12 85 .. . 

15 B 26 79 4119 06 % 

048 1.7 18 2180 27 % 27 % 27 

6 13 7 % 7 % 7 % 

256 B .7 18 20 31 % 30 % 31 

1 241 B% 6 % 6 % 

33 23 % hOQaaaTx 012 04 39 7172 32 % 31 % 31 % 
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13% io%n5op 
21* 18% ThiiFtmJ 



82 25% 25% 25; 
25 612 15% 15% 1 

008 01 1 308 8% B 

25 364 3% 

3 100 8% 

120 54 16 4553 53% 

3J9I1 Jl 52% 

020 09 45 215 21% 

072 14 2010420 51% 

049 11 27 4 18% 

148 OS 14 1001 47% 47% 47% 

1-10100 Z100 11% 11% 11 

1.10103 4 49 8% ‘ 

144 16 12 2148 48% 

35 25 4% 

030 24 13 12% 

c „,- - -- 047 43 25 20 j 4 

S3 .J?]*!!!™ 0 * 013 02 25 879 68% 

21% 16% 1T**K 068 M 8 1 «u 21 % 

72 831tam6B 224 34 25 40 89% 

1? 0% Honaatad 040 16 45 114 11 

28 17*HxnmoMx 1^0 04 9 39 21 
25 16% T taW— r 040 1.7148 883 _ 

Si* JS?* 0128 I-* 27 1204 27 

SJi 4 JS22& 75 *" M 3204 52 

37% 28% Untfttar 028 08 2413898 34 

148 35 71 1118 31 . 

140 32388 280 31% 

12 107 3% 

140 74 12 1)13% 

20 311 5 

32 B% 


35 30%1bnaMr 
31% 28%Tta*en 
4% SttonClp 
13% IlltaPix 
6 4% ToddHv 
&a B%7mataiCB 058 64 
27% 2S%TDkdB41 241102 
185 11% To! Bra* 
rat 70% TootatoR 
64% 53% Tarehnack 
21% 18% 4X0 COrp 

25 18* Tom ram 

si fas, 

1% iwnnl & 



nt pi 
im % e 

%UM«adL 
9%uomcmx 030 

UMOp 008 


am 


2^i Unocal Cm 
48% lAUIOom 


24 40 48 loiz Ifki 1,3 +% 
.. 34 101238 27% 28% 28% •* 
0.70 2J 25 7358 31* 31% 31% +% 

040 14 141278 55 54% 54% -% 

32% 2Slfcp» 1A 4.9 9 3408 31 SS5 30% -% 

20 1523X0 024 14 5 01 17% 17* 17% +% 

11 10USIHIK w 82 o 12 10 S 10 % 10 % 

20% 18% USX me* 088 34 37 3374 19>2 19% 19% 

31% U9ILE S8X 100 13 11 3178 43 42% 42% -% 

15% US DeU x 020 14 14 7B6 UZD 19% «** J* 

25% UtfcoUTS 170 0 3 3 29 28 


18' 


a*Z7%IMam 140 15 21 432 u 28 * 28 % 


- V 


58% 44% VFOro 
24% 20* Valero En 



120 15 11 1087 
0.44 14 1238 B 

X 040 B4 S 131 
§20 44 23 00 «_ 
. . . mi 18 47 307 U21 

7% Varna* H 046110 135 B% 

9 VenTewpan 140110 74 10 

11%VMaaeMeM084 7 2 521 11% 

4% urate) 358 ooi 7% 

38 total An 040 09 22 360 48% 
140 54 9448 23% 

58 3685 

1.16 74 1 45 1i 
540 74 XIOO 72 
17 852 30% 
ID 67 1, ' 
17 878 
149 24 17 1090 
IB X 
12 784 
m 3.1575 102 
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Stock Be. E iflta MM Ln Lnt Cksa 

ASMBraid* 042 10 005 18 % 18 19% +% 

ACC Goip 012 24 303 13 12 %; 12% 


Acetate E 

Amalias 

AedcenCp 

Adaptach 

ADC Tele 

Addtagtai 

Ada Sen 


3311781 ?>* 20% 21% +7% 
94 82 1 5% 14% 14% •% 


29 150 17% 15% 
1415715 24% 3% 
211206 43 40% 

18 214 13% 13 

016 17 3 (£20 18 


17 +% 
24 -% 
43 +2 
13 -% 
20 

61 -1% 

% 


21 too Coe 

41% 24% tonado 

56% 42% VlAmUal 


94% _. _ 
31% 31% 
31 31% 

1§ 1& 

S 4 


191)27% 27% 27' 
231924 14% 1 ‘ 




iSpataiOp 

iSpringa 

iSprta 

32* 18% Sid ram 
15% 13% SH Motor 

10 % 6%8tand>actX 

43% 82% BWPrad 
44% 37Stankxx 
34* 2B*8kntam 

12% 1l*StakAUI 

as 2 i% suiHfik 


iSModim 



030 04 25 21 78 77^* .. , 

1417 19 15 1068 55% 55% 55% 

048 15 28 358 IS 16% 19 

060 14 81188 025 24% 24% 

014 OB 31 10 17% 17% 17% -% 

2511055 37% 98 37% +1% 

016 7.1 1 108 2% 2 r 

28% 24%7tuaukKX 101 7J 11 30 28% 

SB 45% Tonsaner 100 4.1 11 883 “ 

56% 4flTransadsn 028 00 16 443 
17 lSTismCDEnxOn 42 01705 1 
11% B% TnnecntR 5 10m 

11% 8% Tnoetodi 0 m 15 13 noo 
150 06 4 BIO 
024 1.7 9 81 
ISO 09 9 

096 1J 26 38B 
078 341 282 

080 1J 31 709 
068 16 38 329 
OlO 02 12 3080 
1 2277 

020 10 16 2050 111 
02* 14 47 

084 IS 12 338 2^ 

070 15 27 10 
040 08 IB 475 
OlO 081001989 12% 

44X100 5 


3fi% 23% Tmetasx 
18 13 Tredegar 
37% 34%7rtCaa2JS 
5(A 48Tdxn 
28% 24%urant 

48% 37% Treaty 

28% 21 Titam 

43% 28% mental 
3% 1% Tucson B 
10 BTUtnCm 
7% £% Tari&tfkj 
34 s%1tahCenl 
21% 19%‘IWnDkG 
48% 41 Tyco labor 

14 11%Tta)TbjB 
5% 4 %t5st 



14(%110%IW.Cam 
29% 22%UJBRp 
10% 7URS 
51 45% USnB4.1 

1 % * use Cap' 

32% 24%USTkK 
51% 4BUSXCanPr 
8* 6%-UDCHn 
25% 21* US Cap 
4 1%Uttnata 
B% 5% UNCtac 
35% MUnBlMiX- 
20 % Z 4 %(Mret 
73% 84% IWtowr 
ri%in2%lMW 


-U- 

72261135% 133110% -2% 
084 26 20 2070 26% 25% 25% +% 


4.10 02 




■ Hi 


19% E% amuCort 


16 9* UnknCOp 
52% 4S Una 050 
88 60% UnB 450 
'i35%UiknBai 
I UUtaPK 


jStaeflefil 
31% ISStamgeTe 
38%2&%SMua 
23% 14% StretoHta-’ 
48% 30* Stare Ho* 
8% 4% Shave Shoe 
11% 10% tan WAX 


♦% 


S 29%1 

35BuxUrend 
5% 1%l 
1% ASUtataaMn 
49% 42% Suren 
11 % 0 %SmrR«d 
47% 27% Supoto 
34* 29%SU»tab 
28% i6%SagCae 
15* 13% Sato* IM) 
15* 11% Oyadorne 

1T% 8%SynaGDm 

20% 15Spwuefn 

23% 17%SjrtHxCm 


«3M 43M -% 


078 14 14 847 32% 31* 

OlO OB 23 507 19% 19 19% 

002 01 108 15% TS% 15% 

14 96 12% 12% 12% 

11 70 Iff 9* 10 

037 10 19 129 18* IB* 18% 

104 5.4 13 5234 19% 19% U* 

27% 22* Sysco Ccrp x 028 1.1 26 2810 2S% 25% 

12% 7% Systems Oi 9 1026 10% 10 1C 


088 12 IS 3538 _ _ „ 

075 13 7 51% 51% 

1-68 24.4 G 190 7 3% 

UM &9 18 341 22% 22% 

1. 108 3% 3% 

9 238 6% 0 

044 1.2 22 T781 *35% 34% 35% +1% 
020 07 17 St 28% 28% 28% 

135 38 18 14 89% 08 88 -T 

. .. 159 13 1612*57 113% 112% 112% -1* 

4941%IM0BOnp 136 38 451377 4S% 44% 44% -% 
'28% IBlWpnOcI) 075 3J 23 9608 20 18* 20+1 
W5 93 10% 10% 10% +% 
380 87 11 82 51 52 +% 

480 7.0 2 63 S3 84 +% 

132 S3 13 074 39% 39% 39% 

188 13 17 2483 88% 82% 83% 
IHonPtadx 072 18 12 525 35% 35* 28 

UatafTaaixOlO OB 27 859 25* 23% 23% 

0 SB 1 1 

27723.1 108811 12% 11% 

75 1325 0% 3% 

080 12 22 237 030% 38 

MO 5.1 88 275 27% 27% 

020 18 23 14 13% 13% 

008 0.1 388318 80% 5B% 

288 02 11 01 43 42% 

064 07 12 123 7% 

UkMHOM 030 141 15 131 U31 

\MKarenFM 092 91 94 10 

H aiMtaMM 10 32 

24% 12*US» 012 08 1 4263 21,. 

19% 11% USKfl 020 12107 1482 17% 

1% HUB Nona 31872 1% 

42% 35% USUFEOp 120 32 12 284 38 

l»l 9%UUS(Shce 052 58 9511260 

79% 28%U55togel 030 08 1410513 

45 37% US Wat 114 00 14 7217 

30% 45% UkfMm 180 38382 2920 

15%14%UMMV 082 58 19 

12% 9% IMrede 23 

37% 31 %IX*) Foods X 088 14 17 290 37 3ge 

18* 14%IM)tfta 188 98 06 167 17% 17% 17% 


188 28 19 190 44% 43* 

- w- 

26% 17% WUS Induct 101144 

38* 32%Wn.lkMlX 180 5.4 18 " 

10% 11%HHwitoC 
40% 32%WmoitaX 
16% lSWacteniU 
5% 3%MUnoon 

34 a* mom 

14 K%wanertae 005 05 22 224 11 1 

75 59* Htanatjreb 128 11 16 3181 74% 7. 

s B% 21%ttWiawny 1.40 88 30 BIS 22% 22 

44% 37 WtoCDgl GSL 118 58 14 151 41 40 

28 22* WaobgOtol 18B 4J 15 31 25% 24' 

243227% ItadtftaB 480 1.7 21 45nM3%a41 

40% 20% WHMMK OS2 18 17 6685 »% 3 

15% 12ViMbJd 048 15 21 IBS 14 1 

3* Warner M 088 18 14 317 5% 



10 1704 13% 12% 13* 

188 10 27 1449 37% 38% 

036 17 77 34 13% 13' 

121 1® 5 4 

OBO 18 20 3041 

056 22 14 106 

013 05 3033423 


3% 1 % Wean toe 
16% 14% tote PM) 
44 3 b% reetagenen 
7% 3* total SI 
27 24 Well Mato 

13% 10% 

24 16% 


0 13 2 

020 12 14 448 16% .. . 

116 52 33 553 41 40% 

084 98 2 220 6% 6% 

068 28 16 61 26* 25% 

016 U 1713198 12 11% 

_ ... 012 05 13 1271024% 23* ... . 

125 74* MMeFkgo X 100 18 23 2740 106% 105% 105% -1’ 
14% 12% Waste K 024 1.7 21 3889 13* 13% 13* 



24% ia*HMbo 
50% 40* We3tPtf> 

15* 12%«MalE 
13% 5% tottnlHai 
8% 4% tot Ha 
35% aaretatoGn 
15% 10* WestnMig 
30 30% wren Has 

18% 13WartnghBx 040 17 16 7744 15% 15 


040 1 J 18 Z 23% 23% 23% 
7 IB 48% 47% 48^ 
080 58 W 1417*15* 15% 15 
24 819 12% 12% 12 
91319 6% 6 

0» OG 22 190 33% 32% 32* 
016 1.1 88 7 14% 14% 14% 

184 14 IB 389 o38 35% 35% 


874. _ . 

18 15% WhltoiM 
15% 12% Witaeo 
18 ii%m*kXer 

Wlurtoct 
Mkxx&Q 


11% ^greumrael 032 14 1 22 8% 9% . 

11% B% WitaWada 77 4 9% 9% 9 

12% 9% tostpac 040 11- 8 41921)13% 12% 12 
38 33% Wetanca 1.10 13 181035 33* H33 
46% 38% WeyahMUix 130 28 1812627 45 

23% 17*WtaaUnr 088 08 20 619 
43% Wbktpon) 182 28 1B151B 
“ 34 5 

026 1.9 14 1631 
10 207 

182 02 16 14009% 

010 18 7 30 B* 

I8Z 11 11 1987 48% 

18 8 7 

T9 185 7% 

132 28 18 353 57* 

23 202 V* 

135 58 16 1235 27% 

1.74 11 13 171 
184 14 23 2477 

__ 016 09 48 508 18, 

S* 27 toman x 1.16 17 14 2169 31 7 
13* 11% WoldMdB 004 03 17 134. 

4% tortdnp 1 151 5% 

29%Witaey 040 13 25 057 

028 18 11 862 17 _ 

060 11 13 34 28% 

- X - Y- Z - 



30% t 
55% 46MtaCDm 
19% 13* WUHrina 


Has 




--too* 
Sl%Xanrt.125 
im* 62 % xn cam 
33% 29*VlrinEBr 
1 % * 2 kpaa 
0% 5*ZBdtfiac 




29% 19%ZsnBilWx 180 17 22 
7% 6%2atfelnc 082106 
15 12% ZeraCap 040 29 19 
40* 35% Zwetad 068 23 41 

13% 12 % 2 toagftata 1.12 88 
19% 9*2MgTod 096 &5 


390 39 22 1490 70* 75* 7B-% 

4.13 73 4 55 54 55 +1 

OBB 1.1 19 3696 M 87 88 -4% 

188 59 13 11 33 32% 33 

112 215 U1% 1% 1% -% 

2 5S7 8* 6% 8* 


10 26* 20% 28% 
1« U7% 7% 7% 

112 13* 13% 13% 
145 38 37% 37% 

183 T2*d12% 12% 
720 10% 10 10% 
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AMEX COMPOSITE PRICES 


4pmcto89Majr5 


014 


Otoek He. 
AdtaQpr 
Ab-Expr 
Whine 
Akhahd 
AmtaPB 050 
AmMakBA 084 
...AmkMCp OlO 
VAatavl 
Angei-AraA 
ASH Use 080 


Atari 

AktaCHB 

AuSmxA 


PI Sta 
E 1001 
0 11 

12 403 
2 340 

31 100 
11 0 
21 71 
79 2527 
1 3743 
19 104 
0 101 
14 29 

0 293 

1 55 

13 237 


Hgh iMfOonCtaji 

4% '4 '4. 

20% 1?* 2D 
1% 1% 1% 

3% 3 3% 

ill 


But Ocean 055 2 
BeUMTA 004 54 
BaiyRB 0 
BAT tod 070 14 
Basil 08 -0 

Bergen Brx 040 ii 
BHtsllan 180 S3 
Be-ftaiA. 7 
BtxntA. 045 23 
BDtaRi ' ' .42 

Bos Why 71 
Boassr ' 7 

Bon 030 11 
Bream Ax 194 9 



42 3 

151 4% 

104 7 

215 13,* 13 

23 , 

317 1911 

30 20 
86 14% 13* 13 
28 14% 14 14 

an to 8* to 
91 12% 12% 12% 
100 1% 1,?^ 


CalEopr 

Star 



20 601 20% '20 20 
0 10 Ifi TA 1 A . 

9 2 71% 1J% H% +% 

Onto A 001261317 4% 4A 4% 
Chutes 5 54 4% 4% . 4% -A 

Cbsqrem • 24 492 17* 10% 10% J a 

Cate) 2 B» 4% 4 4%+% 


Pi 8h 

Sack Bh, E loos Mfik UsDwl 

CntrtFdA 091 231 4A ' 4% 4% 

QombKO 030 13 Z100 12% 12% 12% 

ramprtmc 20 30 1* 1ft 

Coned FM 12 37 7% 7% 7 % 

CnilBAT Ax 128 28 494 15 14* IS 

crown C A 040 11 163 15% 14* - IS 

Crown CB 040 11 172 13% 13% 

CUte 183 3 27 21* 21 % 21% 

10 02 2* 2* 2* 


nttxta 17 200 lA 

Dncremnun 5 7 3% 

DeyteX 048 GO 32 11% 10* 1 

owerarp 2B0 4oo io% 17 % 11 



EattoCo 048 14 K 12% )2% 12% ^ 

Esekpnupx 152 0 85 1^» 17* 17* -% 

Echo Bay OOB 24 3304 7% 7% 7% -% 
EolEnA 024 14 20 14* 14% 1< 

0 751 A ft 

93907 2% 2A 


Ftehta 050 11 » 30% » 30 

nabcA 120 41 3 04 J4 04 

FWODBnc 020 11 0 10% 10% 1^2 

Fb*B{J) 052 14 2 27$ 20* 271* 

Forest la 27 1242 

ftwwasjy .15 3 

FroSmen ' 163178 

GtattFdAx 030 18 470 

GHfflr 070 19 881 

SDUfleld 17 149 

a estate . 0 381 

arena asa 2 510 

HKrimx 031 102627 34% 33% 34% +1% 
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w 
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temSHdl 


n*. E 10Bi M0 IfltaCtota Cteg 

a 


15 44 
2 53 
015 29 XIOO 10% 1 
1210503 3% 

50 508 3A 2 
11% IT 


27 117 



ICHCtap 

btannaon 

tatermsk 

bdTelcfag 


14 47 0* B% 0* +% 
0 280 % % % 


301323 18% 17% ^8 


jmBal — _ 

KtoskCp 6 3*0 o5% tM% 

NitayExp W 243 16 % 15* 


Labans 

UnrW 

Lae Pterin 

LkxMCp 

Lrerinbc 

IjncftCp 


18 


» sal ^ ^ +V 

5 168 1* 1 ^ +A 


a 240 , _ , 

13 224 14% IS* 15 * +% 

14 2 21% 21% 22% +% 


18 

Maaam 6 
Matte A 044 27 
Mem Co 2 

MoogA 39 
MSRBqil 0 

Nat Pint 2 
NewUna 28 
NYTYbmA 055160 
Nferanoa 017 04 
NamteOGfi 97 
NVflyen 4 


OdeOcsA 


190108% 18% 16% +% 
50 23 22% 22% -% 

106 20 19* 31 +% 

^ ^ | A 

154 2A d2% 2ft 



71 21 7% 7% 7% +% 


p, g|| 

Stock Mb. E 100b Mgb Lew Ctoee drag 

Oktan 094 33 51 27% 27% 27% +% 

Pegasus E 0.10 521W7 17% 17% 17% -% 
Penh OBO 2 29 14% 14 14 

PRtHOP IS 21 28 17% 17% 17* 

095 9 522 37% 36% 

070 10 13 1 
012 20 57 1 
074 IB 32 1 
OlO 1 240 1 


2 72 4% 4% 4% +% 
13 38 5% 5 5 -% 


PM ID 
nuayA 
Ply Gem 
PMC 



RBIWCp 

QUatadblM 

IKOCLUi 


SJWOspx 294 10 
Sped Jp' “ 
SMB 


B 38% 


38 M% +% 

S 


Wh-dfc*" 25 23 18% 10% 18% +* 

004 13 04 5% 5% S* 

TIM 17 200 2% 1* 2% 

ItaFiOdi 040 30X100 11% 11% 11% 
Tettflata 034 55 732 40% 39% 40% 

72 236 14* 14% 141 

32 337 38 371 

Tom PS 040 18 191 8% 


TtanOrey 

TtetaMex 


3 

UUHDDdeB 020 5 
Unkftob 42 
US CeM 110 
Mtaltwftl 35 
050 10 
1.12 22 
020 10 
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torthenx 



Xytrantx 


a 11 7% 7% 7% -% 


- l y 

,7. 


-.ip- 

" 


0 


aS e 


»<- v •■ . 


GET YOUR FT DELIVERED TO 



A 1 ))i yr ri r .i n n hand delivery is available in all major cities throughout Germany. 

We will deliver your daily copy of the FT id your home or to your office at no extra charge to you. 
If voii would like u> know more about subscribing please call 
Karl Cfcpp for further deiails on Fnnkfun Tel: 01 30 535), Fax: 069 5964481. 
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AdateSya 040 3021713 61% 59% 

AdwncaC 13 70Bin3% 12% 13% 

Advlogte 9 320 2jJ 2% 2% 

AtfiPeiym IB 472 7% 7 7% 

AdvTchLab 30 310 10 17% is 

Athanta 095 1727BC 30% 37 37 -% 
21 431 16% 15% 16% 4* 

12 300 0% 7* 0% 
an 332441 7% 7% 7% *% 
260 8 569 42 41% 42 

04 1082 15% 15 15% +% 
Akx BMd x 098 15 1089 UZ7* 25% 27 4% 

15 0 8% 7% 0% 4Jg 

048 13 12 30% 28% 28% 

8 785 0% 8 8 -% 

190 16 73 10* 18% 18% 

090 12 51 14% 13% 13% -% 
032 11 4 d7% 6% 8% -% 

006 2 2018 ul * * -A 
362894 17% 1B% 18% +% 
An Banker OGB 10 23 27% 20% 26% 
AmOyBu 24 2 1(19% 18 18% 

AmManag 181497 20% 18* IB* -% 
Am Mad B 14 324 7% 6* 7 +% 

Am Satan 032 16 953 8 5% 5* 

Am&M A 060 171007 54% 53% 53% -% 
Amerbita 0 110 1% 1% 1% +% 
AmertntPot 21 2387 1% iJJ 1{J 
AdiNsOI 2D4 9 323 54% 52% 54 -% 
AnsPgwa 455029 31% 29% 31% +1% 
Am Tim 7 16 8% 8% 8% -% 

AmRknT 5 20 % ft ft -ft 

Amgen *c 1629198 42% 40% 42% + 1 * 
AmtadiCp 431251 32% 31% 32 
AnMfln 4 428 4* 4% 4 % -% 

Anabglc IS 53 14% 13% 14% +% 

Andystax 060 18 289 28% 25% 26% 

ARenoeUm 190 15 14 uie 15* 15* 

AnbswCp 16 952 24 23 23% -% 

Andros Mi 16 95 10% 15% 15% -% 
ApogeeEn 026 33 10 12 11% 11% -% 

APPBto 25 5142 5% 4* 5% +ft 
Aflpid Mt 371 0522 uMls 45% 47% +1% 
Apple Camp 040 13Z5BZ 55% 53 54% *1% 

Applebaai 009 41 2048 1)33* 32 33% +1% 

Mbs Dr 020 17 163 18% 1B% 18% -% 
Mdco 021 18 131 17% 16% 10% -% 
Amman* 190 TO 54 34% 33% 33% 

Armor Al OB4 16 131 10% tfl5 15% ■% 
Arnold in 064 15 11 31 29% 29% -1% 

ASK ftp 382034 12* 12% 12% +% 
ACDactTel 37 1370 19% 19 10% 

AnocSnmm 105 S2S 19 19 10% -% 
AST Rercll 98321 15% 15 15% +% 
MMnaan 52 38 9% 9 B -% 

ASSEAlr 028 35 1688 1)38% 37 38 +1 

AuKdeta 048 253943 40% 45 45% +% 

Autumn 10 2320 3* 3% 3% ■»% 
AwnOfe 092 3 30 3 2« 2H -ft 

AztarCp 151789 7% 0* 7 


BEl B 


BMaiHWI 
vi 
BbMnLB 
BdsdM 
Baactec 
fttkSoutb 
BankenQi 
BoMlWrca 
Bank Geo 
Baste F 
Bay View 
Bpybsda 
88 &TFbi 
BE Aero 
BesreCna 

BenSJsiy 

BoridnyWR 

HU ftp 

BHAftp 

Blbie 

BlgB 

BtadayW 

Hogan 

Hornet 

Block Dig 

BMC Soft* 

Boatmen S 

Bob Evans 

BoMDiA 

Boole SB 

ftxtnd 

Boston Bk 

Boston Tc 

ftadyWA 

Brand Cum 

Bunco 

Bruno S x 

BSBBncp 

BTSMpng 

resnm 

BUkkofT 

Sunup SB 

Burr Bren 

BuSnessR 

BuOsMb 

Byto 


- B - 

OOB 7 4 7% 7% 

76 142 25 23% 

153 2ft 1R 
090 10 594 20% 19* 
050 0 5a38%l03% 

004 28 1926 16% 14% 
14 462 18% 17% 
OlO 181507 13% 13% 
058 0 140 28% 27% 
020 19 508 22 20% 

032 18 450 28428% 

092 10 58 47% 48% 

060 T7 139 21% 20% 
080 12 191B 45% 43% 
190 11 833 33% 33% 
2S 027 10% 10 
028 17 5 9% B% 

28 294 31% 30 

040103403 43% 42% 
20 177 10% 17% 
33X100 19% 10% 
40 78 7% 87 

020 16 238 18% 17% 
OOB 10 233 11% 11 

259198 37 34% 

22 77B8 12% 11% 
190 14 8 47 45% 

2011184 48% 48 

224 13 1970 01% 60% 
025 17 240 10 17% 
0 115 ft % 
13 52 23 22 

728725 24* 23% 
088 7 139 34 32% 

55 053 7% 7 

060 27 8 38% 35 

140 11 18%d18% 
020 47 515 u9* B* 
022 14 4382 8% dB 
190 9 35 83% 31% 
OAB 1 5 2% 2% 

31 5295 33% 31% 
52 0 8 7% 

6 90 2% d2 
59 110 7% 7 

18 27 24% 23% 
27 20 19% 18% 
5 448 3% 3% 


7% 

34% ft 

2 ft -h!i( 
20 

33% -3 

10 % + 1 % 
18% 

13% +% 
28% +% 
20* -1% 
28 4% 


46% 

20 % -% 
43% -1 

33% +% 
10 % +% 
8% 

30% +% 
42% -% 
10% 4-1 
17 -1% 
7% +% 
10 % +% 
11 -% 
35% 

12 

47 -»% 
47% +% 

01 4% 

v i 3 
22% «% 
24% 41 

34 4% 
7% 4% 

35 

18% -% 
9% +% 

0% 4% 
33% 41% 
2% 

32% +1% 
7* 

2% 4ft 
7% 

23* -% 
19% 

3% 4% 


- c - 


CTee 51 43 mB 10 18 -% 

CaiutHBd 34 IBS 9% 9% 9% 4% 

CBdSUMpg 198 17 1388 28* 28% 28% -% 
9%+1* 
12% -% 


Can CO 
Ctagana 
C« Men 
CaateBta 


Canon toe 

Canank 

Csttate 


182754 B% 7% 
225101674 13% 12% 
Z7 IBS 18% 16 

13 780 0% i: ! y 

2 294 3% 3% 

054183 113100% 69% 
38 23 4% 3* 

OlO 17 388 29% 29 

CrettaCn 07822 7 23% 23 

090 15 588 20% 19 

012 14 29 16% 10% 

11 12B 11 10% 

4 334 14% 13% 

Z1 2Z7 10 9% 

15 548 7% 7% 

110821 
190 W 482 
08 134 

II 3 . . 

OtaPterTxaM 9 471 31% 31% 

Owning 090 20 8171 15% 14% 


16% 

6% 

3% 

89% 

4 


C&seySx 

oregnB 

MUST 

caicp 
ranatfrei 
Centoeor 
CntrlHd 
0*1 Spr 


29% 4% 
23 ■% 
20% 4-1 

10% 4% 


7% 

32 

10 

4% 


□staff 

Chsn&gn 

Chsidd) 

Chenribt 

Champmnr 

CMpa&Ta 

CHranCp 

CknFta 

CtotosQ) 

CbnoLgc 

OS Tech 


12 

5 

10 

1% 

4% 

3 


CBBanep 
CtasiWr 
OBb Dr 
Ctotoastoi 


25 935 12% 

25 40 5% 

15 87 11% 

25 54 1% 

15 9 4% 

0 812 3% 

IB 81 08 1)59% 57% 
1.12 17 5B 59% 58% 
014 281111 20 Z7 

21 4504 18% 17% 

391529 4* 4% 
4733961 48% 44 

198 18 SO 24% 2Z% 
28 375 18% 15% 
28 7 14 13% 

22 2015 13% 12% 


-% 

+1 

f\ 

■h 

4% 

J< 

4% 

-% 

-% 

+% 

-% 


-% 

-% 

-% 

-% 

4% 


CocaCotaB 088107 122 19% 10% 

radaB«y 350 379b u7% 0% 

CDdsAlarm 5 5 5% 5% 

Cognac Cp 35 192 24% 23% 

ragnea 12 334 o* o% 

Mxjnxit 32 831 14 13% 

ranoen 34 6631)23% 22% 
ratal ra* 124 19 49 24 23% 

COtol ftp x OBO 11 146 25% 24% 
CM HaCk 048 13 31 B 50* 49% 
CMIttttp 20 962 24% 23% 
Count 010 3328531)20% 20% 
QomeaffA ai4 11 7738 20 19 
CtnOMSp 014 1137999 10% 17% 
CDnBCksOsfijG0 12 926 44%d43% 
CommOasr 030 Z7 218 18 17% 

QampiireB 354027 10%. 9% 

Ctxnsbn 3 123 7% 6% 

QxretOCW 571210 5ji 5% 
ConsPaperxia 391100 49% 48% 
OonsCum 7 GS 7% 7 

Quaff 144 42 523 8% 7* 

GnMObl 19 714 15% 14% 

OtaData 1 540 13% 12* 

CDon(A) 050 171309 18% 10 
Qfftek 1591527 12% 11* 
ramsQ 147148 28% 26% 
emus 2.16 12 1944 56% 55% 

Gap Of A 37 57 10 9% 

Ostoom ‘ 196949 18% 17% 

cmettrB am 437492 so% 20 

CrevConp . 1 481 2* 2% 

erector 112 174335 42% 41% 
Crown Ree 3 416 4% 4 

Cytogaa 142400 13% 11% 


11 
13% 

10 
7% 

7% 

31% 

9% 

4 

31% 

15% 

12% 

5 
11 

1% 

4% 

3 

57* 

50% 

27 
17% 

4% . 

46+1% 
23% -1-1% 
15% -% 
14 +% 
13% +% 
10% -% 
7 fh 
5% 

34% +* 
B% *% 
13% -% 

23 

34 +% 
25% +% 
50% +% 

24 +% 
28% +1% 
19% -1% 
18% -1% 

44 -t-% 
17% -% 

19% +% 
7 +% 


-ft 

-% 


5ft 
48% 

7 

0 -% 
15 +% 
12% -% 
19% 

12% +* 
27% +% 
55% -% 
9% +% 
16 % 

30% +1* 
2% 

41% +% 
4 -% 
13% t1% 


- D - 

DSC Coma 50190771138% 34% 30% +1% 
DaMsg 012 31 95u23% 23% Z3% ■% 

Dsrtftn 013 42 14 61 77 01 

DataSwtob 17 383 3% 3 3%+% 

18 307 5% 5 5ft +ft 


H Gk 

b*. E itb Mgb u. tmt tom 

28 3131 16% 14% 15% t% 
OateHnDg 069 12 245 2S% 24% 24% -% 
OebSnpsxUlO 17 45 0 d7% a +% 

Dekalb ftl 032 2 6 15% 14% 15% +% 

DffgfbGe 009 15 176 30 28% 28* -* 
DekhnpajdL44 13 361 24% 23% 24 +% 
Del Comp 1216045 33% 31 32% +% 
066 11 105 31 30% 30% 

020 21 64 0% d7 7 -% 

11 19l 13 M 13+1% 

TOO 10 714 30 28% 29 -% 

28 431 18% 18% 18% -% 

6 202 13% 12% 13 +% 

29 784 2% 2% 2% 

8 158 3% IS 5% -% 

17 700 35% 35 35 •% 

020 22 135 15% 14% 14% -% 

5 393 5% 4* 5 ■% 

020 24 183 25% 25 25% 

DHBfiHK 0.44 55 »J«27% 3S* 27 

DOdlHB 048 81 2 aid* 14 14* +* 

OrocoEngy 19 490u20% 19 19% +% 
DnseBam 143032 12% 12% 12% +% 
Dray GO 024 23 1052 24% 23% 24* +1* 
Dng Empo OOB 10 714 ufi 5% 5ft -ft 
OS Banes US 9 d 17 16% 18% +% 

Dubai x 080 22 231 21%d20* 21 •* 

DreifW 030 94 a 33% 32* 32* 
D|0G8M1 10 280 2ft 1« 1» 

Dyratach 19 29 29* 29 29% +% 


Dams 

OH Tacft 

DtaffB 

DWH 

D<| Hero 

QlgSsfid 

HoSyal 

HoresQ 

DbdeYm 

DHAPkM 

Offer a 


EagkFd 

EaaaiCp 


EQ1H 

tggnflso 

BPHoB 




EmanAB 

EuxdaxCp 


BigyUtta 

Btgraph 

Emm toe 

EoffyOa 

Edesaon 

Evans SB 

Enerax 


Excafinr 

BtpedHi 


- E - 

9 100 S 7% 

10 210 7 dG% 

2 29 Ii dlft 

OBB 30 1141 37 35% 

172459 9% 6*4 
310655 3% 3 

143ID10 8* B* 
440 32 11 31* 31 

48106951)31% 29% 

19 381 7% <&% 
15 585 6% 6% 

5 56 4% 4 

00 65 ill B* 16 
012 24 473 13 12% 

5 384 6% 6 

010 55 267 3* 3% 
(LSI 111 10728 u«% 39% 
27 5 17* 17% 

0 309 % d% 

20 3377 14% 13% 

15 51 14% 13% 
14 401 27 26% 


7% 

7 

7ft 

38% +% 
6* +% 
3ft +ft 
8% 

31% +% 
31% +1% 
7% 

0% 

4% 

1B% 

12% 

6% 

3* 

40 
17* 

% 

14 
14% 

20% 


- F - 

Pal ftp IB B 7% 
Far Cp 024 0 56 te 
Fasten! 003 45 189 23% 
Dfbt 23 757B 25% 

Fbretea I 602 7 

FBtVrtrt 0» 20 328 55% 
RftyOff 191367 8% 

RggtoA 050 12 35 18 

Hanet 102721 10* 

F^tAimna IM 13 605 38% 
FtretAm 050 15 258 31* 
FstBcOhto 172 11 100 45% 
MCffk 055 15 35 18% 
WSecty 09213 1B6 29% 
Fat Tam 1.44 13 1010 42 

FstWaaln 036 8 340 8% 
FsUsnOc 008 9 734 20% 
F&aSer OOO 14 240 u55 
RttanlSB BSC XIOO 6% 
FfcteV 26 572 18% 

Fbwtat 21 489. B% 
FondUsiA 006183035 B 
RodJoG 009 8 4S39 6 

Faramst 19618 12 37 

FtnchW 17 04 14% 
FteMBancxOSO 131278 22% 
FaatorA 751121 3% 
FrfliFh 09B 15 112 29% 
Fremont 0 1.08 9 28u41% 
FStEasta 1.12 0 170 10 

FstFW 030 10 637 15 

Fattewal 1.12 10 788 29% 
A6krM8 04818 240 39 

FiSBxfln 080 12 37x26% 
Finn 0» 19 251 17 


7% 7% 

7% 7% J 2 
22% 22% +% 
2S% +% 
0% 7 +% 

54% 55% -% 
8% 8% 

Tt 1 * 18 +% 
10 % 10 % -% 
36% 38% 

31% 31% +% 
44% 45% +% 
17% 18 

29% 29% +% 
41% 41% -% 

6 0%+% 
27% 29% ■♦% 
52% 53% -% 
074 6% 

10% 18% *% 
0% B% +ft 
d5* 8 +% 

■&% 5% 

38 37 

14 14 

21 % 21 * 

3 3 

28% 29% +% 
40% 41% 

17% 18 

14 15 +% 
29% 29% 

38 38 +% 
25% 28% -% 
10% 16 % 


-% 

+% 

-% 

-% 


- G - 


GBApp 

GSKServ 

Bantes 

Garnet Rs 

GeHCo 

Gerak* 

GedOtad 

Gedyto 

Onatafli 

GshkCP 

Gain Inc 

Genome 

GaagffyM 

GBrntaft 

GUdtogsL 

GBHIA 

total Bkxn 

Good toqn 

GotMsPnp 

ftretooSya 
tab 
tow An 
ftBSlAP 
ftireteiPh 


13 3 

OlO 24 9 

9 279 
4 207 
01B 1 127 
33 509 
040 15 19 
22 40 
132139 19% 
400 44 6l2u34% 


9% 8 

18 17% 
8* B% 
5 4% 
3% 3% 
38 30% 
17ffT5% 
4% 3* 
18 
33 


ftndWIr 
GIT Cap 
Gwrys+s 


HantegA 

KarievyW 

KaqwGp 

HBO&ra 


1 204 2% 2% 
2S 4299 40 38% 

14 2B 10% dB% 

040 41 OOB 19% 19 

0LT2 188920 24% 28 
072 1G 23 2D* 20% 

11 46 8* 6% 
311259 10% D% 
080 24 178 23% 22% 
T9 260 2% 2 

020 52 481 17*016% 
002 0 130 % ft 

000213 35b20% 18 

72465 4% 3* 
50 637 4 3% 

15 232 16% 15* 
24 967 27% 24% 

51196 5% 4% 


8% +% 
17% -% 
8% -% 
4% 

3% +% 
37% +% 
16% -% 
3* -it 
18% +% 
34 +% 
2% 

39% +% 
10 

19*2 +% 
23* +1% 
20% 


6* 

10% 

22% 

2% 

17% 

% 


19% -1% 
4% +% 

4 +% 
18% +% 
05% +1% 
5% -% 


HesUMyn 


ItotattnCsi 
Htaamray 
Hogan Sys 
Hotogto 
HOnoflarf 
Horne Mu* 
Home Ota 
HuwtayM 
Hon tods 


HuntJBx 


Ktebgta 

Hum Co 

HutottTadi 

HycorHo 


- H- 

22 42 10 

056 18 42 30 

020 48 593 14% 
030 21 1790 20* 
1523545 14% 
006 151672 11% 
13 4951 B 
11 149 8 

010 141004 9% 
10 85 27% 

13 ISO 18% 
015 23 433 7% 
482 270 4% 
028 9 71 25 

29 54 6% 

072 13 15 13* 
5 417 2% 
0.40 22 604 27% 
50 1523 u13% 
030 13 14 5% 
020 212992 21% 
2 636 % 

072 132081 26* 
090 3 56 5% 
7 2032 Z7* 
15 211 4* 


9% 9% 

29 29 -1 

14% 14% +% 
19% 20 -% 

13 14% +1% 
10% 11 +% 
. 6* 7% +% 
7% 7% 

8% 9 

26* 26* 

17 18 

7% 7% 

4% 4% 

23% 24% 

0% 6% 

13% 13* 

1* 2 
28% 26* 

12* 13 
(B 5 
20% 21 
A * 

28 26% 

5% 5% 

25% 26* +1% 
4% 4* 


-% 

-% 

+1 

-% 

A 

+% 


+% 

+% 



-1 

- 


FRSyx 

38 43 

8 7% 8 


KFH 

23 218 

sort 4» 

-ft 

BBCSn 

40 3818 

U3S 29* 34% +4% 

IS tote 

41 5GS 

23 22% 23 

+% 

■otae 

0 20 

ft dft ft 
7d5% B* 

-it 

tonucor 

20 45 

+% 

kmnex 

9 68S3il54% 50* 54 +2% 

banuwxW 

318(04% 30% 33* +2* 

kuiniogan 

<4 804 

7% 7 7% 

+% 

knperiBc 

04048 83 

11% 10* 10* 

-% 

h Store 

0 18 

ft dft ft 


hd Banff x 1.16 40 971 

26 25% 25% 


Mtaax 

024121646 

17* 16% 10% 

-Jffl 

tot He* 

411185 

33% 31* 31* 

■* 

Mamet 

237627 

41% 38* 40 

■1 

tngkeWt 

022 IB 55 

8 5* 8 


btegrDw 

38 979 

8* 6* 8* 

+% 

Mgtfiya 

16 4 

6% 6 6 


intoajwa 

20 412 

7% 6% 6* 

+% 

total Cpx 

040 1532690 

103 SB%10!% 


toted 

2 881 

2% 1* 1* 

■% 

kdgnG 

1312675 

14* 14% 14* 

+% 

totarTta 

14-102 

5* 6% 5% 


HarfceA 

OH 15 IM 

11810% 10* 

-% 

Mteninffi 

1133731 

10* ID 10% 


letoulwtof 

■mm 

Ifi 762 

8* 6% 6* 

■% 

ktensro 

21 184 

7* 7% 7* 

+% 

Hanot 

252176U23* 23 23 

■% 

KDsfey 

14 S3 

17 81016% 

-% 

HRas 

004 31 731 

2* 2% 2% 

+H 

tot Toff 

72 126 

4% 4% 4% 

•% 

kaacta 

001 2D 906 25* 24% 25% 

+% 

jaaagaCp 

44 461 

5% 4% 4* 

-% 

aanettot 

21 781 23* 21* 23% 

+i 

BtAtaada 

Iff) 31 81 1BB%186%1BB% 

+i% 


- J “ 

JSJ Snack 24 790 13* 13% 13% +% 
Jason toe 0X22 107 10% 9% 10% +% 
•LG M 025 50 19 14% 13 13%’+% 
MnStolW 22 34 19% 18% 18% 

Jones tm 5Z735 12% 11% n% -% 


H toe 

Stock Dh. E 160* Mff Uw US tas 
Jones MM OOB 201525 ff% 8% 6% -% 
JotaynCp 1.16 13 21 27% 26% 27% +1 
JSBRnx 050 12 278 £3* 23% 8% +% 
JuroUg 024 20 43 10 17% 18 •% 
Juste 032 2D 330 42% 42 42% +% 


K Stoss 

RmanCp 

KarcterC 

KqstonCp 

KsasyOG 

MySv 

KenGenai 

KMBdqr 

KdDbff 

Kbsdnr 

KLAkter 


Koosgtoc 

KuBckeS 


- K- 

17 14 28% 
044 11 815 11% 
008 SO 457 8% 
038 16 41S 26% 
3573751 18% 
07B 20 739 35% 
044 1 1107 3* 
011 5 48 9 

078 17 2 28% 

70 205 08% 
2210019 13% 
25 314 11 

24 933 20 

27 2505 01 B% 


25% 20% 

11 % 11 % 

8% 0% 

25% 20 
17% 17* 

33 34* 

3% 3% 

8* 8% 

28* 20% 

7* 7* 

13 13% +% 
10 % >1 
19% 10% 

15% 10% +1 


-% 


- L- 

LDfiSA 7772259 39% 38% 38* -% 
LuPaSitB 171590 8% 9% 9% 

Unto Fran 012 421534 12 11% 11% -% 

lam Recti 3110882 SI 30% 30* +1% 
Lancaster 068 201723 36 32* 35* +2* 

Lencehiex 096 18 405 21* 21% 21% 
LMMCffl 30 524U19% 18% IB* -% 
Imanriw 8 338 5% 4* 5% +% 

Lattices 192807 28 25* 27% +1 

Lawson Pr 040 23 94 20* 25% 26+% 

LDtCp 018 7 3 7% 7% 7% -% 

Lacttbra 18 257 16% 15* 16% 

235595 31 29 29% -1% 

090 14 185 35 34% 34% -% 

020 17 25 10* 18 18* 

B 48 3% 3% 3% -% 
036 18 81 17% 16% 18% -% 
631807 89% 88% 89% +% 
1J» 9 186 27* 20* 26* 

096 13 217 U27 25* 26 -1 

15 315 34% 33% 34 -% 

02D 29 27141)27% 25% 26% +% 
035 10 170 t)31 29 29* +% 

Laewen Gp OW ZB 28 17% 17 17% 

Lane Sis 18 920 u6% 6% 6% +% 

Lores Dev 1B38191 o31 Z7* 30* +2* 
LTXCp 01141 5 ] 4 5 5% +ft 

LW61 1^3 13 13 U140 137 138 


Legantra 

LDQtiffiC 

LteTecb 

Ubtee 

UtandA 

Lai Beast 

Ltacota F 

LtacobiT 

UndspyMI 

Unearrec 

LjquBax 


MQ Comm OlO 2125916 40% 47 
MS Car's 22 830 24% 24 

Mae Mil 060232 52 16% 18 % 
1JQ 15 24 34^2 33* 
Hague Pwr 21 478 30* 38 

MaguOp 072 11 476 17% 10% 
Mel Bn 24 38 14% 13% 
Manitowoc 160 35 789u31% 30% 
Marram Cp 221081 22 20* 

Martel Cp 7 SO 33* 32% 

Msquest 0 82 1% 1% 

13 173 9% 0% 
MeretfiOkA 044 10 14 14% 13* 
Menial UO 14 3X1 74 72* 

Masco tad 37 6849 ul 8* 17% 
Msdmtal 293489 31 30 

Maxtor Cp 4 3307 7 8% 

UcGraffiR 040 10 220 12% 11% 

McConte 044 21 13S3 24* 24% 

McCoy CM 2811038 41% 39% 
MECASdt 6 53X11% 11% 

Had knag 0 17 1ft H 

Uedcn Con 004 3S3BB00 31% 30% 

Medextae 014 14 2217 14% 13% 

MedktaeS 044 12 928 20% 19* 

024 8 21 8% «1 2 

Marts Cp 018 14 475 12 11% 

Mentor Gpx024 7 3621 9* 9% 

MarcoLB 090 12 390 327 s 32% 

ktonxiy G 060 10 568 31* 30* 

Meridtan 128 121453 30* 29% 

Meriata 15 479 11 % 11 % 
Metonda A 005 12 373 1311* 

MUwdF 030 51 333 8% 7* 

Mfct) K*S 260 68 584 57* 56% 

13 307 12% 12 

13 23 13* 13 

3 342 3% 63% 

11 5S9 5 4% 

62511 7* 7% 

2916152 90 8712 

196441 20* 18% 

IDO 42 6150 20% 19* 

22 n®D20% 20% 


-% 

-% 

+% 

-* 

-% 

+% 


+% 


+* 

-% 

-% 

+% 

-% 

+1 

+% 

+% 

+% 

-% 

-% 


MkxcHtb 
Mcroege 
Wcroctxn 
Ucrgnto 
Mtorpafla 
MkrosaR 
MdAUM 
IMMtC 
MhDniitt t 

MbMtata 05018 774 27% 27 
H 052 19 84 24% 24 
IfHfeU 0 47 * S 

MOcom 5 108 7% 7% 

MnrtaA 17 31 12% 12 

HobleTd 6831 1485 ICO* 19% 

Mutant 03*020 23 147 12*611* 
UodbvML 042 IB 171 20* 19* 
A 003 249 29 Z7* 

Mobs he 003 27 981 31* 30% 
MtMCWn 004337 105 5% 5% 
Px038 31 XIOO 25% 24% 
MrCfflBB 19 994 10% 9* 
MTSSya (MB 18 13 27% 20% 
191995 34% 33* 
Myoogat 7 71 12% 12 


47* 

24% 

18% 

34 % 

36% 

17% 

13% 

a#% 

21% 

33 
1% 

9 

14% 

73% 

18% 

30% 

8* 

12% 

24% 

41% 

11% 

H 
31 
14% 

19* 

5% 

11* 

9* +% 
32% -% 
31% +% 
29* -% 
11% -% 
12% -% 
B% +% 
57% +% 
12 

13* +* 
3% +% 
4* +% 
Tip *% 
89% *1% 
20 % + 2 % 
20 ■% 
20% 

27% +% 
24 % +% 
* 

7h 

12% 

20 % +* 
12 -% 
20 * +% 
28* +* 
31% +1% 
5% 

24% 

10% -% 
2B% 

34% -% 
12% +% 


- N - 

NACna 016 881783 38*1137% 
KaetiFre* 072 ID 154 20* 19% 
fUPfea 19 96 7 V* 

KatCOnmn 070 27 205 51% 49* 

Matrarept 036 15 130 15* 15% 

NatDrta 044 291131 16* 15% 
NbsSUi 020 18 125 10% 10 

Navigator 24 21 35 32* 

NEC 042131 1271)47% 47% 
IB 230Z 24% 23 

NewkQan 130288 8% dB 

NefwkSys 05097 9 d8J 2 

Neobgoi 3G 53 7 8% 

Neubgana 024 20 274 17* 17 

Newt Bus x 060 IB 370 17% 16* 

22 5181 18 13% 

MxdgeHat 71 B158i«5% 62* 
KewprtCp 008 2 385 8% 5* 

IMdaDif IB 2078 1)7% 7 

048 20 37 43 41% 

Narosam as* rs-tfsi 
Neman l 10 10 

NStorUn 32 38 

N East Be 072 0 470 

074 18 1028 


37% -% 
19% -% 
8* +% 
«* -% 
15* 

16 +% 
10 % 

32* 

47% +% 
24% +1% 
8* -% 


-% 

-% 

-% 


NstaTat 

Novell 

Nnffus 
NSC Cop 


31 28* 
14 13% 
4% 4% 
5% 0% 
45 43* 
3415821 31* 30* 
44 5054 20% 19% 
14 13 4% (J3% 


9* 

8% 

17% 

18* 

18 +2% 
63% -% 
5* -% 
7ft +ft 
41* -1% 
31+1% 
13% 

4% -A 
6ft 

44 -1 

30* -1 

19% -% 
4 4% 


Delta Com 
ORtartag 
ayN 
Orta Coau 
Oh Kart 
Od MB 
Ortwiaap 
One Price 
OptoteR 
flraflaSy 
OTOScnce 
Oregadta 
OahH 
OartuteiB 
QsttotaiT 
OttorTff 


- O - 

21 300 9* 
10 2310 22% 
10 SSI 14 * 

060 1 59 24 
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AMERICA 


EUROPE 


1 Attention focuses on S-E Banken rises on hopes for recovery 


employment figures 


Wall Street 


US stock prices traded in a nar- 
row range yesterday as con- 
cern about the state of the 
economy depressed market 
sentiment and kept many 
investors on the sidelines. 
writes Pc trick Harverson in 

Mine York. 

At 1 pm. the Dow Jones 
Industrial Average was up 5.12 
at 3.451.31. having spent all 
morning no more than a few 
points either side of Tuesday's 
closing values. The more 
broadly based Stan- 
dard & Poor's 500 was up 0.78 
at 444.83. while the Amex com- 
posite was 0.23 firmer at 424.99, 
and the Nasdaq composite was 
up 2.58 at 6S0.74. Trading vol- 
ume on the NYSE was 152m 
shares by 1 pm. and rises out- 
numbered declines bv 1018 to 
724. 

Economic concerns contin- 
ued to overhang the markets. 
In spite of Tuesday’s stronger 
car sales, tbe bulk of the recent 
data has painted a picture of 
an economy slowing down 
from the high rates of growth 
achieved at the end of 1992. 

Yesterday's economic news 
came from the Federal 
Reserve, which released its 
"Beige Book" report on the 


economy. It stated that there 
had been a modest improve- 
ment in economic conditions 
recently, and that retail prices 
had remained stable. There 
was little reaction to the 
report, primarily because 
attention was focused on 
tomorrow's April employment 
figures, which will give the 
most recent reading on condi- 
tions in the all-important 
labour market. 

Dealers and investors were 
also keeping a close eye on 
developments in the bond mar- 
ket. which was waiting for yes- 
terday afternoon’s announce- 
ment of the Treasury’s plans to 
change tbe mix of the govern- 
ment debt. Speculation concen- 
trated upon a likely reduction 
in the size of future long bond 
issues, and commensurate 
increases in issues of shorter- 
dated securities. 

Cable television stocks, 
which jumped sharply on Tues- 
day in the hope that new fed- 
eral regulations on the indus- 
try would not be as tough as 
originally feared, fell yesterday 
amid profit-taking, and after a 
leading brokerage house. Gold- 
man Sachs, made negative 
comments about the sector. 

Time Warner fell $1*4 to 
S34% in volume of 1.4m shares. 
Cablevision dropped 82% to 


$31, and on the Nasdaq market, 
Tele-Communications fell $ 1 % 
to $19% and Comcast slipped 
$1% to $19%. 

ITT rose $1% to $82% on the 
news that it has entered an 
agreement to sell its S2bn port- 
folio of consumer loans to an 
investment group led by Gold- 
man Sachs. The purchase price 
of the deal was not revealed. 

Airline groups AMR fell $% 
to $67% and UAL dropped $2% 
to $134 after an analyst at Salo- 
mon Brothers downgraded his 
ratings on the two stocks. 

On the Nasdaq market, MCI 
Communications rose $V4 to 
$47% after the company won 
an $80m global services con- 
tract from h anking group JP 
Morgan. 


Canada 


TORONTO was easier at mid- 
day in active trading. Tbe TSE- 
300 index was down 1.32 to 
3,777.85 In volume of 4.7m 
shares. Advances led declines 
by 145 to 105 with 183 issues 
remaining unchanged. 

The gold sector declined on 
profit-taking, while communi- 
cations and media related 
shares led the rise, as investors 
focused on sectors which have 
been lagging behind the recent 
rally. 


A slight easing in Germany’s 
repo rate had no significant 
impact on activity yesterday, 
although there were sugges- 
tions that France would soon 
make a further cut in its inter- 
est rates, unites Our Markets 
Stuff. 

STOCKHOLM took the recov- 
ery theme to heart encouraged 
it seemed by first quarter 
results from S-E Banken which 
showed a decline in non-per- 
forming loans. The C shares 
surged to a day’s high of 
SKr28.50 before slipping back 
to close up SKr&50 at SKr22.QQ 
in exceptionally strong turn- 
over. The AJHisvarlden index 
rose 10.70 or 1 per cent to 
1,052.10, a new year’s high, in 
turnover of some SKrl^bn. 

Mr David Longmuir of James 
Capel in London noted that a 
question mark remained over 
the bank’s recovery prospects 
since it still required a fresh 
cash injection. Another analyst 
remarked that while the hank 
remained a high risk play the 
market was of the opinion that 
it had turned the comer. 

Mr Longmuir added that 
after a few weeks of drift in the 


market a new mood of opti- 
mism appeared to have taken 
hold, encouraged also by other 
corporate news. Ericsson was a 
case in point, gaining SKr7 in 
the B shares to SKr291, after 
winning a contract to supply 
mobile telecommunications 
equipment to Germany. 

Store, the forestry products 
group, was another to benefit 
adding SKr8 or 2.6 per cent to 
SKr317 in the B’s, on first quar- 
ter results. 

AMSTERDAM was encour- 
aged by first quarter results 
from Philips which came in 
above expectations. The 
group's shares gained FI 2.00 or 
S per cent to FI 27 JO for a new 
year's high. Analysts com- 
mented that there had been a 
positive meeting with the 
group and, while trading in 
Europe remained difficult with 
the consumer electronics divi- 
sion still under pressure, the 
overall picture was good. 

The CBS Tendency index 
improved 1.00 to 1083. 

PARIS gained on light buy- 
ing but overall trading 
remained subdued on worries 
over economic prospects. The 
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CAC-40 index rose 2.71 to 
1,926.34 in turnover of 

FFrLSbn, 

Peugeot, which lost ground 
on Tuesday on poor car sales 
figure for April, rebounded 
FFr13 to FFr557, while Canal 
Plus gained FFr27 to FFr1,317 
after a rise in first quarter 
turnover. 

FRANKFURT, however, 
eased in light selling, but the 
index recovered from its day’s 
lows on better than expected 
corporate earnings results. The 
DAX lost 4.21 to 1.623.16 in 
turnover of DMSJbn. 

An analyst at Smith New 
Court said that investors were 
starting to realise that previ- 


ous expectations for weak com- 
pany profits were over-pessi- 
mistic. 

A 33.7 per cent rise in 1992 
group net earnings, and 
reports that Schering's first 
quarter profit fall was less 
than expected, lifted senti- 
ment. Kaufhof rose DM15 to 
DM475. while Sobering closed 
up DM15 at DM759. 

MILAN turned lower, with 
investors hesitant ahead of 
today’s confidence debate on 
the newly-appointed govern- 
ment of Prime Minister Carlo 
Azeglio CiampL 

Miss Marle-Christine Keith 
of NatWest Securities in Lon- 
don said that the market was. 


to an extent, already discount- 
ing the vote of confidence. 
However, in the absence of any 
surprises, a "yes" vote was 
likely to give prices a modest 
boost 

The Comit index shed 4.48 to 
541.1, taking its lead from a 
lower trend by Flat after it 
forecast lower net profit for 
1992 and declined to give 
details of dividends. The shares 
lost L124 to L6.726 before eas- 
ing to L6.670 after-hours. 

ZURICH extended early 
gains and the SMI index rose 
6.7 to 2,166.7. 

The advance was supported 
by a strong financial sector, 
benefiting from the firm Swiss 
franc which was at a year’s 
high against the D-mark. UBS 
bearers, trading ex the SFi29 
dividend, finished SFrl8 lower 
at SFr919. SBC added SFrt to 
SFr345. 

COPENHAGEN advanced as 
hopes of a positive outcome 
from the May 18 referendum 
over the Maastricht treaty 
spur red active buying. The 
KFX index gained 0.94 or u 
per cent to 87.73 in turnover of 
DKr754m. 


ASIA PACIFIC 


Investors ponder a message set in gold 

Peter Martin examines some investment themes raised by global equity strategists 

A 


Manila’s fifth consecutive 
gain achieves record 


high 


THE region’s major markets 
were firmer yesterday. Tokyo, 
Bangkok and Seoul were 
closed for holidays. 

MANILA advanced for the 
fifth consecutive trading day. 
closing at an all-time high on 
active buying. The composite 
index gained 17.87 to 1,654.39 in 
spite of profit-taking by some 
institutions. Traders said that 
the rally was driven by lower 
interest rates, with local insti- 
tutions moving funds to the 
equity market from the trea- 
sury bill market, which is 
yielding 10.8 per cent down 
from 14 per cent at the start of 
the year. 

Mr Anton Periquet of Asia 
Equity said that the bottom for 
the treasury' bill yield would be 
the peak of the stock market. 
“The rally could last another 
two weeks at the most." he 
said. 

KUALA LUMPUR advanced 
marginally after a rise In some 
blue chip Issues, amid low vol- 
umes ahead of today's national 
holiday. The composite index 
rose 0.38 to 706.46 in volume of 
359.4m shares against 430.5m. 
Traders said that investors had 
already discounted rumours 
over the health of Prime Minis- 
ter Mahathir Mohamad, which 
depressed share prices on 
Tuesday. However, aside from 
short-term buying in smaller 
stocks by local investors, an 
analyst at Kim Eng Securities 
in London said that he doubted 
whether there would be a fur- 
ther rally in the market since 
leading blue chip stocks look 
reasonably valued. 

AUSTRALIA saw a strong 
rise led by advances in the 
banking and gold sectors. The 
All Ordinaries index jumped 
10.4 to 1,664.3, rising for the 
first time since April 26. Some 
traders, however, said that the 
gains were technical after the 
declines. The gold sub- index 
rose 4.6 per cent to 1,492, with 


Plutonic Resources up 30 cents 
to AS4.60, while North Flinders 
Mines advanced AS1.30 to 
AS8.80. Westpac advanced 11 
cents to AS3.50. while Austra- 
lia & New Zealand Banking 
Group, which announces its 
earnings on May 14, advanced 
9 cents to AS3.50 on specula- 
tion that its bad debt charges 
would fall sharply. 

NEW ZEALAND shrugged off 
Tuesday's 1.9 per cent fall and 
moved firmly ahead, taking the 
NZSE-40 index 13.43 higher to 
1,577.54. 

Forestry shares, which bore 
the brunt of Tuesday’s selling, 
recouped some of their losses. 
Fletcher Challenge and Carter 
Holt Harvey both added 5 cents 
to NZ$2.65 and NZ$2.95 respec- 
tively. 

Lion Nathan, the brewer, 
rose 10 cents to NZ$3.55 after 
announcing that Interim profit 
before extraordinaries rose to 
NZ$S7.4m from NZ$46.0m. 

TAIWAN dosed mixed after 
late buying cut early losses, 
but trade remained very slug- 
gish. The weighted index, 
which was down more than 30 
points at mid-morning, ended 
1.14 ahead at 4,449.32 in turn- 
over of T$22bn. 

The mood was unsettled by 
poor April trade Figures 
announced late on Tuesday. 
But the market found support 
□ear the 4,400 level on hopes 
that tbe central bank might 
ease monetary policy in the 
medium term, after parliament 
passed a non-binding resolu- 
tion requesting the central 
bank to cut reserve require- 
ments. 

HONG KONG held on to 
small gains at the close after 
an afternoon rebound from 
morning losses. Tbe Hang Seng 
index finished 2.04 higher at 
6,829.33, after a day's high of 
6,856.46. Turnover rose to 
HK$4.54bn from HK$3.71bn. 

Rumours, confirmed after 


the market closed, that the 
Sino-British Land Commission, 
which regulates Hong Kong 
government land sales, would 
meet soon brought out bargain- 
hunters. 

Retail investors continued to 
switch to second and third lin- 
ers, while fund managers 
remained buyers of blue chips. 
Cheung Kong topped the most 
active list, putting on 30 cents 
to HKS26.80. HSBC Holdings 
was down 50 cents to HK$70.50. 

SINGAPORE bounced off 
lows to end firmer ahead of 
today's holiday. The Straits 
Times Industrial index closed 
up 3.56 at 1,780.20 in volume of 
162m shares compared with 
Tuesday's 238m. 

Sembawang Shipyard, which 
saw a block trade of 5m shares 
at S$11.30, closed 20 cents 
higher at SS11.40 in total vol- 
ume of 5.6m shares. 

JAKARTA, also on holiday 
today, was steady in moderate 
trade and the official index 
closed 030 lower at 313.61. 

Astra International dropped 
Rp300 to Rpll.500 in spite of its 
rise in first quarter profit. 

BOMBAY picked up late in 
the session after languishing 
for much of the day as specula- 
tors bought on expectations 
that carry forward costs after 
Friday's account closure would 
be low. The BSE index closed 
40.33 higher at 2468.70. 


SOUTH AFRICA 

NERVOUSNESS about the out- 
look for gold prices under- 
mined a firmer trend among 
miners, leaving the gold index 
23 lower at 1,465. 

Industrials eased 3 to 4,383, 
and the overall index was 20 
down at 3,760. 

De Beers came under pres- 
sure, losing R2 to R79.75 and 
Anglos lost 75 cents to R127. 
Vaal Reefs finished R1.50 
lower at R2 63.50. 


TOUR of equity mar- 
kets on both sides of 
the Atlantic, in the 
company of people paid to 
have opinions about them, 
throws up two interesting 
themes. 

First, what is the message 
that the gold market is sending 
to investors? The FT Gold 
Mines index of shares in com- 
panies that mine the metal, is 
up 147 per cent since its mid- 
January low. Gold itself has 
risen from $326 an ounce in 
mid-March to $355 an ounce, a 
rise of 9 per cent. 

One message is that Mr 
George Soros, who moved into 
gold in a big way, has a lot of 
followers in the international 
investment community. There 
are, however, other possible 
reasons for taking the message 
from the gold market seri- 
ously. Perhaps, says Mr David 
Shulman, US equity strategist 
at Salomon Brothers in New 
York, gold is warning us of 
inflationary pressures ahead. 
Next year, he believes, North 
America, Europe and Japan 
will all turn in strong eco- 
nomic performances. This 
would be tbe first time that the 
three main economic centres 
have been growing together 
since 1989. 

“The risk is that there may 
be more pressure on the sys- 
tem," he says, “rather than 
less”. That makes him worried 
that US interest rates, at least 
may start to move higher - in 
spite of recent weak perfor- 
mance by US economic indica- 
tors. Offsetting those, he says, 
may be a surprisingly strong 
growth in tomorrow’s US 
employment numbers. 

Optimistic views of economic 
growth do not necessarily 
translate into favourable 
assessments of the current lev- 
els of share prices, of course. In 
the US, for example, Mr Shul- 
man believes that the market 
is likely to drift lower. In 
Europe - where the consensus 
view of economic growth is 
certainly not an optimistic one 
- the valuation calculations 
are even more fraught. 

That leads to the second big 
theme among strategists: the 
divide between Europe's deval- 
uers and the continent's hard- 
currency bloc. In general, the 
economic outlook for the deval- 


uing countries is seen as far 
more favourable than for their 
more determined neighbours. 
There is room for controversy, 
however, about whether share 
prices in devaluers such as 

Britain , Italy anH S ranrima via 

now fully reflect the likely ben- 
efits of a lower currency - or 
whether, indeed, the upwards 
move in prices has not gone 
too far. 

The debate is most pointed 
in the case of Italy, where the 
stock market has outperformed 
the FT-SE Euro track 100 by 41 
per cent since since last 
autumn's lows, compared with 
9 per cent for the UK and 30 
per cent in Sweden. This 
strong performance comes in 
spite of Italy's interlinked 
political and fiscal crises. 

With a government headed 
by a central banker, and revo- 
lutionary political changes 
apparently under way, some 
international investors are 


Indices rebased 
708 


105 -- 


104 - 



99' 


Apr 
1993 

Source Daustaam 


May 


finding Italy still the most 
attractive of the devaluers. 

The argument is enhanced 
by some more mundane argu- 
ments. Mr Nick Stevenson, 
European equity strategist at 
Warburg Securities in London, 
says that Italian companies 
have recently been reporting 


margins back at the levels of 
1986-87, the period before the 
ERM became a semi fixed-rate 
system, and currencies like the 
lira started becoming heavily 
over-valued. 

It is true, he says, that in 
time the competitive advan- 
tages of a devalued currency 
will always be frittered away 
but wage restraint, of the sort 
now visible in Italy and the 
UK. will delay that moment for 
years. 

As a result he says. Italian 
shares are very cheap by his- 
torical standards. “We t hink 
Italian earnings are 60 per cent 
below trend earnings,** he says. 
Though the market is selling 
at around 25 times gaming s a t 
the trough of the economic 
cycle, tbe restoration of mar- 
gins to trend levels would 
bring down the ratio to some- 
thing closer to 10. 

If strategists are still bullish 
on some, at least, of the deval- 


uers, they have become 
increasingly gloomy about 
prospects for the two main 
hard-currency countries, 
France and Germany. Mr Stev- 
enson, for example, points to 
the vulnerability of “commod- 
ity" industrial producers in 
both countries, which may 
take years to return to the 
“normal” earnings levels of 
1986-88. 

Mr Michael Young, based in 
London as Merrill Lynch’s 
director of European invest- g 
ment strategy, says that for 7 
cyclical stocks in the D-Mark 
bloc, “the real window of vul- 
nerability is basically the sec- 
ond quarter," as companies 
give up on their hopes of a 
second-half recovery this year. 
"By the fourth quarter at the 
latest, I would fully expect the 
market will be back to antici- 
pating recovery in 1994. But 
we've got to get from here to 
there." 


FT-ACTU ARIES WORLD INDICES 


Jointly compiled by The Financial Times Limited, Goldman, Sachs & Co. and NatWest Securities Limited 
in conjunction with the Institute of Actuaries and the Faculty of Actuaries 

NATIONAL AND TUESDAY MAY 4 1093 MONDAY MAY 3 1993 DOLLAR INDEX 

REGIONAL MARKETS 

Bq Liras h parwithesea US Cay's Pound Local Load Gross US Pound Load Ywr 

-taw number ol Bnes Dollar Chanfle Sterling Yen DM Cutency K cftQ Dfcr. Defer Stfrtng Yen DM Currency 1933 1993 ego 

gf 3 , 0 mde» % mow Index mden Max an day Yield Index Mm Index Max Max Hgh Lem (appna) 

Australia 168) 134.79 -1.0 127.24 93.93 11009 12834 M0 385 136*1 129.29 95.44 112.07 12830 144.19 117.39 151.11 

Austria flSJ.- — 142.46 +0.8 134.49 99.29 11686 116.45 +0.0 1.75 141.37 134.19 99.06 116-31 11841 150.96 131.18 183.46 

Betafumua 147.80 +0.0 139.52 102.99 120.71 117.91 -0.7 4.80 147.85 140.33 103.59 121.64 1ia72 156.76 131.19 139.40 

cHafflffl 127.19 -0.2 120.07 88.64 103.88 117.11 +0.1 2.83 127.48 121.00 8932 10487 117.02 12788 111.41 127.18 

Denmark (33) - 224.51 +3.0 211.94 156.46 18387 184.20 +23 1.23 217.93 20685 152.70 170.30 180.32 224.51 185.11 236.92 

Finland (2^ - 97.50 +1.7 92.04 67.95 79.63 110.71 *0-8 1.11 95.84 90.97 87.15 78JJS 109.79 97.50 65.50 79.33 

FrartMiU. 162.39 +0.1 153.30 113.16 132.62 134.94 -0.6 383 162.22 15387 113.65 133.45 135.73 167.36 142.72 1633S 

GwmawflBa... 114.43 +0.7 108.02 79.76 93.46 93.46 -0.1 288 11166 107.88 79.65 8381 9381 117.10 -10189 117.92 

275.33 +0.9 259.92 191.88 22489 273.19 +0.0 389 273.59 259.08 191.69 225.10 271.46 27783 21E82 233.10 

ESamitia 183.92 +0.9 154.74 11424 133.88 149.16 +02 3.54 162.46 15420 113.83 13328 148.69 170.40 12928 164.02 

' 70.55 +1.6 60.00 49.18 57.62 77.28 +12 285 69.42 65.89 48.84 ' 57.11 7689 7085 53.78 69.95 

Jaoan [470L — . 146.79 +0.5 13886 10229 11920 10229 +0.0 022 14529 138.57 10229 120.13 10229 146.78 100.75 97.39 

ErtJaKSi' *Z - 319.08 -1.6 30122 22226 260.60 315.09 -1.6 2.14 32486 307.87 22726 26886 32024 32486 251.66 24528 

Ko(18) ;Z. 1485.81 +0.0 1402.64 1035.47 1213.55 5057.91 -18 184 1486,07 141082 104124 1222.65 5148.15 172581 141080 163828 

Metheriid (241 109.55 +0.7 100.06 118.16 138.46 136.58 +0.0 4.05 168.38 150.82 117.98 13884 136.56 172.75 150.39 156.72 

SwZmSS 46.43 -2.0 43.83 32.36 37.93 45.69 -28 4.79 47.80 45.37 33.49 39.32 46.88 4882 40.58 44.50 

163.68 -0.8 15482 114.07 133.69 147.68 -18 1.79 164.92 15683 11586 135.69 148.88 164.92 137.71 1B629 

SnKJrfc: 240.73 -12 22726 167.77 19682 179.00 -12 1.68 243.60 23122 170.68 200.42 181.19 243.M 207.04 217.87 

aCSTwricaffiO) 188.30 +1.5 177.76 131.22 153.79 188.80 +1.4 2.86 185.47 17084 12985 152.59 18627 168.30 W. 72 238.19 

132.54 *0.2 125.12 9287 10a2S 11582 -0.3 523 13223 125.51 92.65 108.79 115.93 13222 11523 14981 

sKnOei 173.73 +18 164.01 121.08 14180 187.75 +1.0 1.79 17121 16281 11987 14087 185.84 17486 149.70 16882 

fSriKssT" — - 122.90 +1-2 116.02 85.66 100.40 108.01 +08 3-02 121.41 11523 85.07 9980 107.71 122.90 108.91 10388 

79 48 - +0.6 169.41 125.05 146.56 109.41 +0.1 4.06 17829 169.32 124.08 146.76 169.ffi 18189 162.00 190.75 

KTsiT ^-..-— 13123 +8.3 17189 126-31 148.03 18123 +0.3 282 180.60 171.42 12685 148.60 180.60 166.27 175.38 170.03 

Euroo6 (764) - 14778 +0.7 139.51 102.99 120.71 131.68 +0.1 389 146.78 139.32 10284 120.77 13181 149.02 133.92 15081 

Mrt^+rfildi 166 74 +1-7 157.41 116.20 138.19 15780 +1.1 1.58 163.91 155.57 114.85 134.86 155.76 168.74 142.13 177.84 

Sr Bash ffia 14984 +0.4 141.55 10480 122.47 10820 +0.0 1.10. 14982 141.73 104.63 12286 10822 149.94 105.89 10384 

c hattC 14AQ4 +0.5 140.60 103.79 121.64 118.45 +0.0 2.03 148.16 140.63 10380 121.89 118.44 148.94 11728 122.77 

7786 +08 167.91 123.97 14529 178.86 +02 282 17729 16828 12424 145.89 17827 18288 17181 167.34 

12827 +0.7 120.90 8927 104.83 11088 +0.1 2.94 127.13 120.67 89.09 104.62 11083 128.65 11221 126.56 

{It'S 3 s 17189 13L54 148 30 186.07 -02 327 18223 173.25 127.91 150.19 16689 184.84 152.70 168.44 

14939 141.03 104J2 122.02 12043 +0.0 2.05 14823 141.07 104.15 12229 120.41 149.39 118.51 125.10 

S 157 10 to 4 14880 109.49 12882 135.14 +02 2.10 15042 14846 109.60 128.70 13584 157.10 13422 134.52 

jueiSSr" 15898 2)4 15008 110.80 12926 138.79 +01 284 15828 15023 11081 13023 138.60 158.98 137.29 138.72 

lews S3 iSS i™ 13679 isms + 0.2 a.ra 10B.77 15839 mas 1 3733 isaia 1B &09 15747 162.78 

World lrKtof2184J.„... 'l59.07 +0.5 150.16 110-86 129.93 139.23 +0.1 2.34 15&3S 150.30 11086 13029 139.03 159.07 137.32 13987 

BCTiafeMrn , pa^l^ 0 ^^ 3 priSs^»!8re^Srevallabte tor thb edtion. Japanese market dosed May +- 


Bank Brussels Lambert 


Despite a difficult economic envi- 
ronment, BBL recorded a signif- 
icant increase in operating profit 
over the fifteen month period of 
the 1991-1992 financial year, though 
such a performance was ultimate- 
ly hindered by important provi- 
sions made for a number of loans. 




CONSOLIDATED RESULTS 


m Mixons of BEF 

30.09.91 

31.12.92 

(15 months) 

Balance sheet total 

2U2SS 

2,464 

Customers' deposits 

1839 

1320 

Bankers' funds 

756 

844 

Private sector loans 

938 

935 

Public sector loans 

464 

505 

Deposits with bankers 

679 

804 

Operating profit 

1S.1 

263 

Net earnings 

43 

3.6 


If conditions do not worsen, 1993 
could see the bank return to its 
prior levels of profit performance. 
Future strategy will be directed 
towards a stricter control of credit 
risks throughout the network, 
consolidate the bank's share of its 
domestic market and redefine its 
strategy abroad. 

Subject to approval of the Gen- 
eral Annual Meeting to be held 
on April 28, 1993, a dividend of 

BEF 100 per share will be paid out 
of the bank's net profit for the year 
of 3.1 billion francs. The same 

meeting will be asked to approve 
the procedures for the issue of a 
stock dividend with warrants. 


mwiMmags^^ 


Head Office 

avenue Mamix 24, B-1050 Brussels 
teL (322 j 547.21.11, tlx 21.421 
fax (322) 54738.44 
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PENSION FUND INVESTMENT 


SECTION in 


The top few fund management 
companies are strengthening their grip 
on the £37Qbn occupational pension 
ftjnd sector. They are satisfying the 
demands of trustees by delivering high 
performance and consistency, writes 
Barry Riley, Investment Editor 

Escape from 
ERM squeeze 


Thursday May 6 1993 


NEVER IN the history of 
pension fund investment has 
so much been invested on 
behalf of so many by so few. 

By the end. of last year the 
top six external investment 
management companies con- 
trolled UK pension fund portfo- 
lios worth £110bn. If you add in 
the top few in-house managers, 
led by PosTet with £20bn, it is 
likely that only about TO or a 
dozen managers control half 
the £370bh total value of UK 
pension funds. 

Yet, at one level, the gravita- 
tion of assets towards the most 
successful managers is no 
more than a normal process in 
a competitive market place. 

Last year this was under- 
lined by the way that many 
managers beat index returns, 
both In terms of the UK and 
global stock markets. More 
than two-thirds of all the funds 
measured by. WM outper- 
formed the All-Share return in 
1992. half of them by a full 
percentage point International 
outperformance was even more . 
clearcut, with the average 
overseas equity portfolio 
returning 19.7- per cent .com- 
pared with jfust 16.4 per cent bn 
the World ex UK Index: 

However, this may have rep- 
resented an unusual combina- 
tion of favourable factors. In 
1992, for instance, most UK 
managers were helped by their 
low weightings of plunging 
pharmaceutical stocks, and 
they were also fight in Japan. : 


the worst major international 
market 

But, as fewer and fewer man- 
agers come to dominate, their 
big bets can have a dispropor- 
tionate impact, sometimes for 
good but with worrying longer- 
term implications. Excessive 
concentration could increase 
the risks of investment and 
create distortions. 

The focus of the problem 
changes from time to time, 
however. A few years ago insti- 
tutional investors were being 
roundly attacked for too 
readily supporting aggressive 
takeovers, and for helping to 
generate undue short-tennism. 
But at present there are 
scarcely any contested take- 
over bids so the criticism has 
shifted, concentrating, for 
instance, on the pressures 
exerted on British companies 
for excessive dividend pay- 
ments. 

Last year’s investment 
returns were much more frag- 
ile than they looked, depending 
as they did on a final quarter 
which delivered, on average, 
some 14 percentage points of 
the 2CL3 per cent annual return 
(excluding property). 

For much of last summer 
pension fund managers had a 
nail-biting time as their tradi- 
tional strategy of investing pri- 
marily In inflation-proof assets, 
notably equities, threatened to 
dash violently with the UK’s 
anti-inflationary commitment 
to the European exchange /rate'' 


mechanism. 

September 17. Black or 
White Wednesday, depending 
on your point of view, played 
into the hands of most pension 
fund managers by substan- 
tially enhancing toe value of 
the UK equities which typi- 
cally make up almost 60 per 
cent of the average portfolio. 
The sterling value of overseas 
equities and bonds was also 
greatly increased. 

So, it all worked out well in 
toe end. but. nevertheless, the 
fundamentals of UK equity 
market valuation are 
stretched. Company profits 
were flat, and although they 
may well bounce back in most 
cases in 1993, dividend cover 
will remain historically poor. 

Dividends are especially 
important to pension funds, 
and not just because they can 
claim back the tax on them. In 
the UK, actuaries value the 
assets of pension schemes pri- 
marily on the basis of the 
income they generate, rather 
than market values. Pension 
fund managers therefore take a 
dim view when companies cut 
dividends - the impact on 
scheme surpluses could be seri- 
ous. 

There have been many cases 
of companies raising new capi- 
tal through rights issues pri- 
marily to finance toe flow of 
dividends. A large part of the 
forthcoming £l.2bn rights issue 
by ICI/Zeneca, for example, 
will go straight out again in 
dividends not covered by 
short-term profits. 

Government statistics show 
dividends from the company 
sector as a whole continuing to 
rise quite strongly throughout 
the recession, from £19bn in 
1989 to £25bn in 1992. However, 
new privatisations may have 
had something to do with this, 
and the growth in dividends 
paid out by constituent compa- 
nies of the FT-Actuaries All- 
Share Index finally ground to a 
halt in 1992. 

While pension funds con- 
tinue eagerly to lap up com- 
pany dividends, they equally 
continue to shun conventional 
British government securities. 
According to WM, pension 
fund holdings of fixed interest 
gilts continued to fall last year, 
.and at 4 per cent of portfolios 
on average are no bigger than 
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the investments in foreign cur- 
rency bonds. Another 3 per 
cent slice of portfolios is in 
index- link ed gilts. 

Do the pension funds risk 
retaliation if they continue to 
be unresponsive to the govern- 
ment's finan cial diffi culties? 
After all, the government has a 
£50bn borrowing requirement 
for toe 1993-94 financial year 
and is now running monthly 
£3bn gilt-edged auctions. 

That is one explanation of 
the unexpected company tax 
changes in the March Budget*.. 


By cutting the rate of tax on 
dividends which could be 
reclaimed by pension funds 
and other exempt investors 
from 25 to 20 per cent the trea- 
sury effectively imposed on 
pension funds a dividend tax 
worth perhaps £450m a year. 
More subtly, the relative 
appeal of gilt-edged interest, 
and other non-dividend 
income, has been enhanced. 

The gross UK dividend 
income received by pension 
funds has effectively been 
reduced by 6'Ajier cent, tattle 


explanation of this has been 
offered by the government, 
which has justified the ACT 
changes primarily in terms of 
the transitional cash flow bene- 
fit to companies rather than 
the permanent diminution of 
income of exempt sharehold- 
ers. 

But it is certainly possible to 
argue, theoretically, that a pri- 
mary original 1970s objective of 
the UK imputation system of 
corporation tax - to remove 
the previous tax bias against 
dividends as opposed to reten- 


tions - has been overwhelmed 
in recent years by the rapid 
growth of tax-exempt inves- 
tors, notably pension funds. 
Indeed, a bias has developed 
towards oomlistribution. 

One other cloud on the hori- 
zon is being anxiously 
watched. It is the possibility 
that the present overwhelming 
predominance of final salary- 
based pension schemes in the 
UK might be disturbed by a 
swing towards money-purchase 
schemes which sidestep the 
controversy over surpluses. 

There is no evidence that 
such a shift is happening yet, 
except among quite small com- 
panies. but there is nervous- 
ness about what recommenda- 
tions the Goode Committee on 
pension law reform will make 
next September. Possibly, new 
burdens and costs might be 
imposed upon companies oper- 
ating final salary schemes. 
There is in any case concern 
about the response of compa- 
nies when widespread pension 
contribution holidays come to 
an end and the full cost of final 

salary-linked schemes must 
once again be borne. 

Do we have Rolls-Royce pen- 
sion schemes in the Ford Mon- 
deo era? With unemployment 
high it is no longer necessary 
for companies to offer gener- 
ous pension schemes to attract 
and retain employees. There is 
Uttle sign that companies will 
actually dismantle existing 
arrangements. But a recent 
survey by the Alexander Con- 
sulting Group suggested that if 
companies were starting again 
with a clean sheet only 29 per 
cent would launch a final sal- 
ary scheme (although 78 per 
cent have one now). 

A widespread switch to mon- 
ey-purchase schemes would 
pose big challenges to fund 
managers. Instead of having a 
single very long-term client in 
each scheme they would have 
thousands of individual, short- 
er-term investors. They would 
need to invest in lower risk 
assets, to address the needs of 
scheme members approaching 
retirement 

Moreover, the greater partici- 
pation of individual scheme 
members and, probably, trade 
unions, would require invest- 
ment managers to act much 
more like retail institutions. 
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offering simple, but flexible, 
products and seeking to build 
customer-friendly images. It 
would be a major change of 
approach for institutions, such 
as Mercury Asset Management 
and Phillips & Drew Fund 
Management, which are highly 
successful at dealing with pro- 
fessional pension consultants 
and trustees but scarcely have 
high profiles as far as toe pub- 
lic at large is concerned. 

If a shift towards money pur- 
chase were ever to become pro- 
nounced, it would be likely to 
reverse the gravitation or 
money towards the top manag- 
ers and to lead to the kind of 
institutional proliferation more 
typical of the retail Investment 
market. 

But for the time being the 
harsh process of natural selec- 
tion continues in the highly 
competitive world of pension 
fund management, and success 
still belongs to the few. 
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To many pension fund investment 
managers, risk seems to be a four 
tetter word. 

They will happily describe how 
growth is to be achieved, but gloss 
over the inevitable risks involved. 

. At Prudential Portfolio Managers 


we assess, measure and control in- 
vestment risk as an integral part of 
our disciplined investment process. 

We don’t simply face risk, we 
manage it. An essential stage of this 
process we call scenario analysis. 

We look first at the key economic 


issues facing all the investment 
markets. The likelihood of each pos- 
sible outcome is carefully weighted. 
Next, rather than simply make one 
broad assessment, we forecast invest- 
ment returns for every scenario 
envisaged. 


Only then, when we’ve analysed 
the entire pattern of all these pos- 
sibilities, do we arrive an an invest- 
ment strategy for each of our clients. 

With risk under control weeanbe 
more certain about growth. Because 
without growth, you wouldn’t want 


to talk to us at all. 

Chris Chatham, Director respons- 
ible for investment strategy, at Prudential 
Portfolio Managers. 
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IT MAY he* tough at the top, 
where the number one pension 
fund management house Mer- 
cury Asset Management had to 
cope ivith a boardroom reshuf- 
fle last year, but it can be even 
worse down below. 

The remarkable process of 
concentration of external man- 
a sere in the UK's pension fund 
sector continued unabated last 
year. Although MAM suffered 

tiny erosion of market share, 
the next three - Phillips & 
Dp- iv Fund Management, 
Sell coder Investment Manage- 
ment and Barclays de Zoete 
vYtflri Investment Management 
- all showed gains. 

Amarim'ly. however, there 
arc something like ISO manage- 
ment firms actively seeking 
business from UK pension 
funds, n total which has been 
steadily rising. For most the 
pickings are very thin. But the 
bulk of them are seeking spe- 
cialist rather than balanced 
mandates. 

And ninny of the more recent 
entrants are managers from 
the US. .Japan and Continental 
Europe seeking to pick up geo- 
graphical briers. 

A few years ago some of the 
I tension consultants, who are 
influential in manager selec- 
tion. attempted to shift the 
amiably excessive focus on 
past performance. They 
wanted to emphasise other fac- 
tor-. such as efficiency and lev- 
els of client service. However, 
this has not worked. 

According to Mr Roger 
Erwin. who heads the invest- 
ment section at consultants R. 
War son. the “wish list" pres- 
ented by trustees has become 
quite standardised. They want 
top performance, consistency 
and also the comfort given by 
Iru-JK* size. 

I’S-style boutiques are gener- 
ally shunned. A handful of 
top managers therefore 
gets nearly all the new busi- 
ness. at least for balanced man- 
agement. 


FOFt A Few years in the late 
l&bs it seemed to many com- 
panies that their pension 
schemes magically paid for 
themselves. But now it looks - 
especially after the March Bud- 
get moves on dividend taxation 
- as though schemes will 
become a lot more expensive 
for their corporate sponsors. 
This will be painful for the 
companies but just might bring 
benefits to fund managers who 
have often been starved of 
incoming money. 

The cash flow squeeze on the 
occupational pension fund sec- 


“ Concentration in balanced 
funds will continue,” he says. 
“But one does expect some 
changes at the top.” 

One crude wav of assessing 
concentration is to look at the 
market share of the top four in 
the FTs annual table, as a pro- 
portion of the funds controlled 
by the leading 20 houses. In 
1384 the leading quartet (not 
then quite the same as the 
present top four) had a share of 
38 per cent. By 1988, this pro- 
portion bad climbed to 44 per 
cent, and now it is 51 per cent 

The fruits of consistently 
good performance have been 
substantial. This year, for the 
first time, we are printing a 
table of investment results, fol- 
lowing the introduction of a 
standard code of performance 
measurement for fund manage- 
ment groups, backed by the 
National Association of Pen- 
sion Funds and other industry 
bodies. 

Not all the individual man- 
agement houses have supplied 
figures. Mercury is the most 
notable absentee, for reasons 
which it is reluctant to spell 
out. but are probably related to 
the fairly wide dispersion of 
the results of the hundreds of 
funds which it manages. Other 
managers give greater priority 
to holding individual client 
returns close to the house 
median. 

At any rate, over five years 
it is clear that PDFM, G art- 
more and Schroder among the 
big houses have achieved out- 
standing returns. They have 
therefore been the leading win- 
ners of new business. The 
small independent firm New- 
ton has the best figures of all. 
and in consequence has been 
expanding rapidly too. 
although from a relatively tiny 
base. 

BZWIM, another big success 
story, has a radically different 
approach. It is the market 
leader in index-tracking funds, 
and has picked up a lot of busi- 


tor intensified last year. 
According to the performance 
measurement specialists The 
WM Company, new money 
received last year amounted to 
only 1 per cent of initial mar- 
ket value, having steadily 
dropped from 12 per cent 10 
years earlier, when schemes 
were often trying to make up 
accumulated deficits. 

Given that the average 
income return on pension 
funds in 1992 will have been of 
the order of 4 per cent, it is 
evident that the bulk of income 
is now being used to pay bene- 


Barry Riley analyses the performance of the top managers 

Past success brings rewards 
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Top 25 segregated pension fund managers (at December 31, 1992) 


Value of segregated finds (Cm) 


No of hdMdual funds 


Total funds managed (£m) 
1992 1991 % dig 


Mercury Asset Management 
PM Bps & Drew Fund Mngt 
Schroder Investment Mngt 
BZW Investment Management 
Prudential Portfolio Mngrs 

Gartmore Investment Ltd 
County NatWest Irrv Mngt 

Fleming investment Mngt 
Baring Global Fund Mngrs 
Morgan Grenfell Asset Mngt 

Lloyds investment Managers 
Henderson Pension Fund Mngrs 
James Cap el Fund Mngrs 
HIU Samuel tnv Mngi 
Ball Be Gifford 

Cazenove 
Hambros Bank 

MAG Investment Management 

Invesco MIM 

Newton Investment Mngt 

Queen Anne's Gate Asset Mngt 
Scottish Widows 
Capital House 
Kleinwort Benson Pensions 
Rothschild Asset Mngt 
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ness from rival houses that 
have performed badly as active 
managers. 

Altogether a group of six 
managers is tending to pull 
away from the rest, including 
Prudential Portfolio Managers 
- although PPM (along with 
MAM) was unfortunate enough 
to lose a £500m slice of the 
Marks & Spencer fund last 
year. 

This happened not because 
of bad performance but 
because M&S wished to adopt a 
low risk indexed approach. 


Some of the money , inciden- 
tally, went to BZWIM. 

Just outside the top six, 
managers such as Robert Flem- 
ing and County NatWest 
Investment Management have 
been finding the going tough, 
being unable to produce consis- 
tently good results. 

The results of individual 
years may not mean all that 
much in such a long-term busi- 
ness as pension fund manage- 
ment, but 1992 turned out to be 
a brilliant one for Gartmore, 
which in a few years has 


moved from nowhere to sixth 
place in volume terms. It 
returned an amazing 26.3 per 
cent in 1992 against a Caps 
median of 20.6 per cent and a 
WM weighted average of 18.6. 
PDFM was not for behind in 
performance terms. According 
to the newsletter Global Money 
Manag ement the top new busi- 
ness winners of 1992 included 
not only Ga rtmore , PDFM, 
Schroder and BZWIM but also 
Baillie Gifford, the current star 
of file Scottish firmament BG 
is coy about its investment per- 


formance. but it has plainly 
had a very good run. For the 
time being, however, it is 
closed for new business as it 
concentrates on consolidation 
after its recent rapid expan- 
sion. 

Outside the select few, it is a 
tough task for firms even to 
get on to the short list for new 
mandates. There is overcapa- 
city in the baiannpd fund busi- 
ness.” says Roger Urwin. 
“Organisations caught in the 
middle with relatively poor 
performance have a diffi cult 


Newton Investment Management 
PhSips & Drew Fund Management 
Queen Anne's Gate Asset Mngt 
Gartmore Investment Ltd 
Schroder Investment Mngt 
James Capet Fund Managers 
Baring Global Fund Mngrs 
HU Samuel Investment Mngt 
Rothschfld Asset Management 
M&G 

Prudential Portfolio Mngrs 

Caps Medim Fund 

Morgan Grenfell Asset Mngt 
hfembros Bar* 

Henderson Pension Fund Mngrs 
Fleming investment Mngt 
Uoyds Investment Managers 
invesco MiM 
Scottish Widows 

Cou nty NatWest Inv Mngt 

figures gtwa m arital taid total latum*. tnAaftng 
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task to keep going in the pen- 
sion fund field.” 

Robert Fleming, for instance, 
spoilt its performance numbers 
last year by moving prema- 
turely back into the Japanese 
equity market. 

Mr Tain Saunders, Fleming’s 
investment chief, explains that 
he is working bard to get the 
discretionary balanced perfor- 
mance up to scratch, but in the 
meantime the company is 
focusing quite successfully on 
winning specialist accounts. 

His aim is for steady rather 
than dramatic performance. 
“We aim to achieve a lower 
risk approach with our main- 
stream balanced product,” he 
says. 

Certainly there are different 
styles, even among the big bal- 
anced managers. Probably 
Schroder is currently the lead- 
ing exponent of the consistent, 
just-above-median style which 
can be attractive to trustees 
who want to sleep at nights. 
But as it hap pened, Schroder 
was below the median in 1992. 

Gartmore’s more aggressive 
style was the one that paid off 
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Scottish Widows 

4.66 

Provident Mutual 

245 

Confederation Life 

£24 

Standard Ufe 

TJQ 

Scottish Equitable 

1.41 

Prudential 

0.88 

Scottish Amicable 

088 

Mercury Managed 


Fund Service 

0.74 

Sun Ufe 

081 

Stenhouse Exempt 

053 
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Schemes may become more expensive for sponsors, says Barry Riley 

Cash flow squeeze tightens 


fits. According to the latest 
annual survey by the National 
Association of Pension Funds 
of its member schemes, more 
than half the schemes reported 
that the employer was enjoy- 
ing either a complete contribu- 
tion holiday or a reduction 
from what would be regarded 


as normal contribution levels. 
In nearly all cases, however, 
the employees are continuing 
to contribute as usual. 

In a few extreme cases com- 
panies have actually negoti- 
ated a repayment of surpluses 
from their pension schemes. 
For instance. Courtaulds 


announced at the end of March 
that its scheme was 27 per cent 
overfunded, with a surplus of 
£189m. In a package deal with 
the trustees, benefits will be 
upgraded and Courtaulds will 
receive £50m in cash, after tax. 
Similar moves have been 
announced by Courtaulds' for- 


mer subsidiary, the now-inde- 
pendent Courtaulds Textiles, 
and by Hoover. 

Government statistics show 
that new investments of occu- 
pational pension schemes 
amounted to £16bn in 1990. 
£8bu in 1991 and only about 
£4bn last year. Fortunately for 


the investment managers the 
Misting funds have been rising 
in value quite fast so the total 
value of pension hinds has 
been rising (reaching £370bn 
by the end of 1992, according to 
WM) even though new money 
has tailed off. 

Although investment manag- 
ers have achieved high 
returns, this is not the main 
reason for the surpluses. 
Rather, the crucial factor has 
been the extraordinary buoy- 
ancy of British company divi- 
dends in the late 1980s (peak- 
ing at 18 per cent annual 


in a big way last year. Mr k 
David Watts, the company's * 
head of pension funds, says 
that Gartmore is unusual in 
deriving about half of its out- 
performance from strategy, 
whereas other managers 
depend mostly an stock selec- 
tion. 

Can Gartmore continue to 
perform as it gets bigger? Ur 
Watts is determined to persist 
with a s imil ar approach. 
“Other big firms stop taking 
decisions, but we are backing 
our judgment,” he says. 


growth in 1989). Also, the sub- f 
stantial reductions in the 
workforces of many industrial 
companies earlier in the 1960s 
had the effect of reducing 
scheme liabilities. 

Actuarial valuations are usu- 
ally based upon projected 
income streams rather than on 
market prices, and rising divi- 
dends transformed the calcula- 
tions during the late 1980s. But 
dividsid growth slowed in 1991 
and came to a grinding halt in 
1992. Because scheme liabili- 

Con tinned on page 3 


A balanced company 
with extraordinary 
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^ Our investment management philosophy is distinctive 
and consistent. We concentrate on long-term value with 
an emphasis on income and recovery. We are reluctant 
to invest in highly rated fashionable stocks... 
M&G manages or advises funds which, collectively, 
have over 5% of the equity in 250 companies. In 
addition, we manage individual holdings of over 
£10 million each in 120 large public companies. We 
believe strongly that, as an institutional investor, we 
should have a constructive dialogue with the manage- 
ment of companies in which we have a significant 
interest, and consequently we make a point of getting 
to know the people who run these companies. We take 
a long term view of performance and we are not 
deflected by short term considerations. ^ 


An extract from M&G 
Group P.LC.'s 1992 
Annual Report and 
Accounts 'Business and 
Philosophy'. 
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SPECIALIST 


The Scots Guards can (urn their hand to a remarkable 
range of specialist skills, with battalions and companies 
dedicated to a spread of diverse duties. This approach 
is something akin to Edinburgh Fund Managers 
added-value style of pension fond management 

INVESTIGATIVE SKILLS: Our in-house expertise in 
smaller company research is used when appropriate 
to further enhance our diems’ returns through 
superior stock selection. 

PIONEERING SKILLS: Edinburgh Fund Managers' 
clients’ were among the first to profit from 
investment in emerging markets. Emphasising foster 
growing geographic areas and when appropriate 
weighting portfolios away from the industry average 
form an important part of our investment style. 


BATTLE HONOURS: Our strong, controlled take-on of 
new business has led to pension funds and charities 
under management exceeding £765 million* and total 
funds of over £2.5 billion’ managed for clients 
worldwide 

Past performance is not necessarily a guide to future 
performance The value of shares and the income 
from them may foil as well as rise and investors may 
not get back the amount invested. 

To find out how your fond coukl benefit from 
Edinburgh Fund Managers investment flair coupled 
with our impressive financial strength and controlled 
management structure, contact William Johnstone, 
Marketing Director on 031-313 1000. 

■At s 31 March 1*93 tftoiv Edlrimrsti Paid Managers wojrfncd arenqec umpire* 
fumh monitored by WM compuoJ with the WM wdetacd atmgc return ru.1 
pro p ert y and the CAB tine wciytgol median ad property; 


Edinburgh 

FUND MANAGERS PLC 


Distinctive and 

Consistent 

Segresated pension funds under MSG’s management have grown strongly 

“r 3,111 W8re ValUed in ° f £Z ' 4 bi,,ion 81 * he end of 

These funds have been attracted by M&G's philosophy of pension portfolio 
management, which >s based on long term fundamental value and income growth. 

m&g invBtrom Manasmiem united I 13 ® J* en mana ® in9 segregated pension funds since 1974 and the long 

Three Oisys, Tower Hiii, established investment team is committed to superior result* 

London EC3R 6BQ. . unrauiw. 

Telephone 07T-626 458s For further details of M&G’s pension fund mananamoH , . ■ . ... 




Edinburgh Fund Manages pic.. Donaldson House. 97 Haynurkci Terrace, EH 12 5HD. A Member of 1MRO. 
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PENSION FUND INVESTMENT 


THE US ca,n seem an 
extraordinarily parochial place 
at times. Despite the do minan t 
role the country plays in global 
politics ( economics and busi- 
ness, Americans’ understand- 
ing of the world outside their 
borders can appear shallow. 

For many years there has 
been a similarly narrow 
approach to investing. A 
deep-seated reluctance 
investors to consider putting 
their money anywhere other 
than the domestic equity and 
debt markets has ensured that 
billions, of dollars in invest- 
ment capital has never left US 
shores. 

Well, not any. more. In the 
past decade, US investors have 
gradually awakened to the 
potential for gains in foreign, 
markets. 

Even the pension funds, 
among the most conservative 
elements of the US investing 
community, have embraced the 
idea of opening their eyes to 
the world. 

According to various esti- 
mates, just over $150bn in US 
pension fund assets was 
invested outside the country at 
the end of 1392, say Connecti- 
cut consultant firms Green- 
wich Associates and InterSec 
Research. 

- About three quarters of the 
total was in stocks and the rest 
in fixed-income securities. In 
comparison, in 1987 roughly 
$50bn of fund assets was 
invested overseas. 

While growth in non-US 
investme n ts- over the past five 
years has been impressive, 


US: Patrick Harverson discovers that horizons have widened considerably 


are switching to overseas markets 


industry observers expect it to 
“celerate during the rest of 
the 1990s. In its latest study of 
pension funds, published last 
month, Greenwich Associates 
forecasts that total US pension 
assets invested overseas will 
reach S280hn by 1995. InteiSec 
is even more optimistic. It fore- 
casts that by 1997 non-domestic 
pension fund investments will 
have almost tripled to $430bn. 

(It should be noted that this 
growth wfl] not just came from 
new money flows, but poten- 
tially also from increased 
investment returns, which will 
inflate file value of funds’ 
existing and new overseas 
assets.) 

While these numbers seem 
large, they stiff only represent 
a fraction of total assets held 
by US pension funds, which 
according to InterSec stood at 
$3,3l5bn last year. In other 
words, less than 5 per cent of 
assets are currently invested 
abroad. 

In contrast, pension binds in 
other countries are more global 
in their outlook. About 8 per 
emit of Japanese pension fund 
assets are invested outside 
Japan, while 28 per cent of UK 
assets are invested in non-UK 
markets. 

Analysts, however, antici- 
pate that interest in non-do- 


mestic investments will grow 
fastest in the US. InterSec sees 
10 per cent of fund assets 
invested abroad by 1997, while 
it expects overseas assets held 
by Japanese funds to grow to 
10 per cent, and assets held by 
UK funds to grow to 28 per 
cent, in the same period. 

If there is an overriding rea- 
son why US fluids are becom- 
ing more interested in interna- 
tional investing it is a des ire 
for diversification - to find a 
new asset class that offers 
some kind of insurance against 
declining domestic markets 
and asset values. 

Before funds started invest- 
ing overseas, the domestic 
markets fully satisfied their 
investment needs. Until the 
rise of the German, Japanese 
and other Far Eastern econo- 
mies, US assets accounted for 
more than half of the world's 
capital markets. Today, that 
share has dropped to about a 
third. 

As Mr Arthur McCain, 
vice-president of InterSec, says: 
“Pension funds have to ask 
themselves: Why should I turn 
my back on two-thirds of the 
world market?” 

The answer, he says, used to 
be: Tm too scared to invest 
abroad.” 

Not any more. Along with 
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the realisation that they Deed 
to go overseas to diversify 
their portfolios and spread 
their risk, fund managers have 
become more sophisticated, 
and have learned to under- 
stand, not mistrust, foreign 
markets. “The driving force [of 
overseas investing] is diversifi- 
cation. and an equal force Is 
the reduction of fear,” explains 
Mr McCain. 

Diversification, must be the 
key to the in tomaHrinallsatirm 


of US funds because they are 
certainly not investing abroad 
because they have been 
Impressed by the returns avail- 
able outside the US. 

Over the past five years 
(1988-1992), on an annualised 
basis, the Standard & Poors’ 
500 index has returned just 
under 16 per cent In stark con- 
trast over the same period the 
dollar return on Morgan Stan- 
ley’s Europe Australasia Far 
East (SAFE) index of 20 for- 


eign stock markets was a mea- 
gre L6 per cent. Returns from 
overseas investments were no 
better in fixed-income markets. 
Merrill Lynch’s US bond Index 
returned 11.6 per cent between 
1988-1992 on an annualised 
basis, while its non-North 
American bond index returned 
only &2 per cent 
While past performance has 
been poor, some of the recent 
overseas investing by funds 
undoubtedly has been based on 
the assumption that foreign 
markets will do better than 
domestic markets in future 
years. In particular, there is a 
reeling that while US bonds 
yields have probably reached 
bottom and have only one way 
to go, overseas bond yields, 
which have been much higher 
than US yields in recent years, 
are heading down. Similarly, 
some investors see little room 
for growth in US equities, but 
plenty overseas if undervalued 
foreign stocks and fast-growth 
economies can be quickly iden- 
tified. 


Although they are embrac- 
ing globalisation, pension 
funds remain relatively conser- 
vative in where they put their 
money. The European and Jap- 
anese markets remain the big- 
gest recipients of US money. 
The much-talked about 
“emerging markets" of Latin 
America and Asia have been 
targeted more closely in the 
last year or so. hut essentially 
they still remain more talked- 
about than targeted. 

Inevitably, the international- 
isation of US pension funds 
assets has spawned interest 
among f und managers in cur- 
rency hedg in g . 

The use of hedging tech- 
niques to manage foreign 
exchange risk can be a dou- 
ble-edged sword for funds - It 
can reduce currency risk, but 
it can also limit the returns on 
overseas assets. After all. the 
dollar's poor performance 
against foreign currencies 
since the mid-1970s has mili- 
tated against the need for 
hedging. 


As one fond analyst, point- 
ing out the recent record- 
breaking performance of the 
Japanese yen against the US 
dollar, explains: “If you were 
in yen assets over the last cou- 
ple of months, you would have 
done pretty well. But if you’d 
hedged those assets back into 
the dollar, you would have lost 
a lot of the benefits." 

While the majority of the 
hedging by pension funds 
remains of the passive variety 
- where it is used as a tool of 
currency risk management - a 
growing number of players are 
viewing hedging as a potential 
profit-centre in its own right. 

A recent survey by Cal Ian 
Associates and the magazine 
Pensions & Investments found 
that while 24 per cent of fond 
executives said they were 
using or were interested in pas- 
sive currency hedging, 45 per 
cent said the same about active 
currency hedging. 

The big Wall Street invest- 
ment banks and securities 
houses are, understandably, 
extremely eager to win Funds 
over to hedging as a means of 
exploiting currency volatility. 
For example, a number of US 
foods are participating in pools 
of managed derivatives that 
essentially speculate on cur- 
rency movements. 


JAPAN: Wayne Aponte sees the industry look abroad 


Continued from page 2 


ties, meas ured in terms ofearrt- 
mgs growth, will have contin- 
ued to rise by 5 per cent or so, 
the surpluses will have been 
eroded slightly last year, quite 
apart from the iihpact con- 
tribution holidays' and repay- 
ments from the frmfla. 

What will happen to divi- 
dends thifr year? Well, most 
analysts believe that there will 
be a significant rise , ill com- 
pany profits. in' 1993, perhaps of. 
the order of 15-20 per cent, but 
on the other hiaitcL dividend 
cover is much less than it used 
to be. So dividends will rise 
only very slowly. . 

The Immediate topic of great 
interest,' however, is tire 
chang e in the advance corpora- 
tion tax rules announced by 
the chancellor, Mr Norman 
Lamnnfc , in March. In helping 
companies with a problem of 
surplus ACT that they cannot 
reclaim out of tax- on their 
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profits, he at the same time hit 
ont at tax-exempt sharehold- 
ers, notably pension funds. 

Instead of being able to claim 
back tax at the rate of 25 per 
cent on dividends, fimri* are 
now only entitled to a 20 per 
cent rebate. This means that 
whereas last year a £75 divi- 
dend could be grossed up to 
£100, this year it is worth only 
£93.75 to a pension fund. At a 
stroke, Mr Lamont therefore 
cut pension foods' gross divi- 
dend income by a proportion 
which works out at 614 per 
cent.' “ 


The overall impact of this is 
still unclear. A very few com- 
panies have raised their divi- 
dends to compensate. Income 
from fixed interest securities 
such as the government’s own 
gilt-edged bonds is unaffected. 
So although a simple calcula- 
tion would suggest that the 
actuarial value of a pension 
fund’s UK equity portfolio 
should be reduced by 6K per 
cent, the actuaries may make 
slightly more generous 
assumptions about dividend 
growth. Moreover, the 40 per 
cent of portfolios invested, on 


average, in other kinds of 
assets will not be affected. 

Realistically the overall 
effect could be to reduce valua- 
tions by about 3 to 4 per cent, 
and although in itself this is 
scarcely disastrous, it will 
bring forward the time at 
which full contributions must 
be resumed. 

This will bring a little more 
cash into portfolios, but fund 
managers may need to be wary 
of negative factors too. Might 
the tax breaks on pension 
schemes be further reduced as 
the government grapples with 


its huge fiscal deficits? If this 
goes too far companies might 
wonder whether they really 
need to support such large and 
expensive schemes. 

The recommendations of the 
Goode Committee on pension 
scheme law might also prove 
important if it appears likely 
that surpluses will become the 
property of beneficiaries, com- 
panies will be extremely reluc- 
tant to fond their schemes gen- 
erously. 

Underfunding could become 
the rule. That would, natu- 
rally, not be In the interests of 
the investment managers who 
are remunerated in proportion 
to the size of the portfolios. 
But the completion of the 
Goode Report has been put off 
until the end of September, 
and legislation is unlikely to 
follow at all quickly. For the 
time being the likelihood is 
that the cash flow into pension 
funds will slowly begin to 
recover in strength. 


THE Japanese pension fund 
industry remains only partly 
open to international fond 
managers, who have struggled 
to compete with Japanese man- 
agers and their networks of 
corporate and public sector 
relationships 

Even after three years of 
financial reform and in spite of 
the huge sums tha t, must be 
managed in Japan, few foreign- 
ers have rnartp' money in the 
pension fond business. 

But there are shifts In the 
market Japan Securities Deal- 
ers Employees Pension Fund, 
which manages Y330bn, hired 
recently Frank Russell Japan, 
a subsidiary of the US perfor- 
mance evaluation company, to 
select foreign money manag- 
ers. 

The fund then selected 
Invesco MIM Asset manage- 
ment, Baring International 
Investment Management and 
J.P. Morgan Trust Bank to 
administer 9 per cent, or 


Y2£bn each, of its new fond 
starting this fiscal year. 

All Japan Surveying Enter- 
prises Combined Employers 
Pension Fund, which manages 
Y52bn. hired Wyatt a US con- 
sulting firm. After extensive 
meetings, the fond subse- 
quently decided to turn over 
Ylbn to Capital International 
KK, a subsidiary of Capital 
Group in the US, from this 
month. 

These accounts are thin 
when compared to the nation’s 
more than 1,500 funds totalling 
about Y25.000bn of employee 
pension assets in the last 
financial year. They represent 
however, the first time Japa- 
nese pension funds have used 
money-management consul- 
tants to choose companies. For- 
eign advisers are confident 
that these will hardly be the 
last cases. 

Japan's corporate pension 
fund market has always been 
dominated by -trust hanks and 


life insurance companies. 
Investment advisory compa- 
nies gained remarkably limited 
access to the management of 
corporate pension funds during 
April 1990, when the law was 
eased. The reforms allowed for- 
eign advisers to manage 
employee pension funds, but 
only new money at least eight 
years old. 

About 143 officially-approved 
advisory companies were 
allowed into the business, 38 of 
which were foreign. According 
to the Japan Securities Invest- 
ment Association, these advi- 
sory management companies 
administered only about l.l 
per cent of all funds at the 
fiscal year-end in March. 

The vast majority of 
accounts won by foreign advis- 
ers have been mostly from the 
government The more lucra- 
tive pension fund accounts at 
private Japanese corporations 


Continued on page 4 
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Trustee? The irony is that they 


can both have the same impact 


on the pension fund bottom line. 


Watsons has seen millions of 


pounds gained through the 
diligence and far sightedness 
ol some Trustees in carrying 
out their investment duties. § 
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To perform well, both Trustees and 
managers require the same essential 
qualities. They must be well trained, 
committed, and work to a plan. 

Many people cite a lack of a financial or 
investment background as a serious 
drawback to becoming a Trustee. This need 
not be so. As long as they are prepared to 
apply-common. sense and work hard, they 
can perforin effectively. 

'ITie best Trustee group we ever came 

across had virtually no direct experience. Io 

start with they spent along time listening 
to their managers. T*hoy asked a loc of 
questions - Some good, some bad. Gradually, 
. they got on top of the subject. 

At no. time did these Trustees ever say 
"we can do this better than our managers". 
But what they; did start to say was “perhaps 
with our help our managers could do this 
better". Eventually, they were proved right 
A concrete example of helping managers 
is to see a sensible time horizon. ■ 

Many opportunities arc lost because 
funds don’t capital ae on their unique 
advantage as long term investors. It is only 
the Trustees who can free managers from a 
shore term' performance strait-jacket by 
articulating their wish for ■ longer term 
approach. 

There arc other tangible benefits from 



SUCCESS 


INVESTMENT MANAGER 


THERE'S USU 


GOOD TRUSTEE 


good trusteeship. Managers are better 


Trustees cannot achieve success as a loos* 


motivated when their clients arc on the collection of individuals. They must work 
ball. They tend to put in that little bit of to a team plan. Pint, they muse draw up a 


extra effort Very often, better performance clear description of their rote and the areas 
is the result. Invariably, the working where they can be most effective. Then 


relationship is better. T T7 _ 

'[“he model for good trustee- yy .A. i' S O S _HI 

ship is changing, In particular . imvkstmknt conxultanrv 
there is a need for Trustees to 

gain control over the relationship with their they must prepare a blue-print that agrees 


manager, 


who docs what and why, and decides on 


At the moment, too many lack the confi- explicit objectives and operating guidelines. 


dcncc to describe their view of the world to Of course, they must still rely heavily on 


their rrunagera. Without opening up this dia- specialists; the pensions manager; the 
logue, the managers tend to dominate pro* consultant, the investment manager. 


cccdings with their view of what is required. l”hc groundwork for all investment work 


Trustees need co develop the confidence should be done by these specialists. TTicy will 
to rake charge: to empower their managers have the facts; they can make the judgement 


co coke the best decisions for them. 

Where. will this confidence come from? 


on which Trustees' decisions should be based. 
Whh the right help and working to a sensible 


In pare, it must be built up through plan, a good Trustee can provide the backing 
experience. But this process can and should to help their manager get in front. And stay 


be accelerated through formal and informal there, writthn by janr CHAPMAN, 
training. Investment consultants and R WATSON ft SONS (TEL: 0737-241144). 


managers are well placed to provide it. 
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PENSION FUND INVESTMENT 4 


PENSION developments in 
Europe at the moment can be 
viewed from two main perspec- 
tives. 

One is that of national gov- 
ernments. faced with the night- 
mare of ever more expensive 
social security systems, and 
desperate to And new ways of 
supporting their populations in 
old age. 

The other is that of the Euro- 
pean Commission, eager to 
extend pension freedoms in the 
single market but frustrated by 
different and complex tax 
systems and jealously indepen- 
dent member states. 

Many barriers to the free 
movement of EC goods and ser- 
vices were dismantled by EC 
directives on January 1 this 
year, but specific pensions leg- 
islation was a notorious absen- 
tee. 

As things stand there is a 
proposed pensions directive 
before the EC Council of Minis - 
ters - but to the dismay of 
many practitioners the most 
ambitious goal of the man who 
originally drafted it. the then 
EC- financial services Co m mis - 
sioner Sir Leon Brittan, is now 
missing. 

The idea of cross-border 
membership of Community 
pension schemes has been 
shelved for the moment 
because of the technical and 


EUROPE: Tim Dickson puts the view across the Channel into perspective 

Cross-border barriers remain in force 


political obstacles to combin- 
ing a wide variety of public 
and private EC systems - 
among them advance funding 
in the UK and the Netherlands, 
book reserving in German, and 
pay-as-you-go in France and 
the Mediterranean countries. 

What remains in the direc- 
tive are less radical, but not 
uninteresting, proposals to 
allow greater freedom to invest 
pension fund assets, and to 
allow hinds to select an invest- 
ment manager established in 
another member state. 

The main impact of tbe lat- 
ter proposal will be felt in 
Spain and Portugal, whose gov- 
ernments insist that pension 
fund managers must be locally 
based. Between them, though, 
the two remaining pillars of 
the directive raise tbe prospect 
of multinational company 
schemes currently adminis- 
tered along separate national 
lines being able to pool and 
centrally manage their assets 
in one place (without, of 
course, attempting to harmon- 
ise benefits). 


IBM and Digital are on 
record as looking at this option 
seriously; Ford is also studying 
the options, but is thought to 
be more cautious. 

Tbe obvious attraction of set- 
ting up a pan-European com- 
mon investment fund (CIF) is 
lower costs and greater flexibil- 
ity. But. according to consult- 
ing actuaries Bacon & Wood- 
row, tax and other hurdles 
outweigh the benefits at the 
moment. "The cost 
savings . . . will not be large 
enough for many companies to 
offset the administration disad- 
vantages. but if a solution is 
found to tbe withholding tax 
problem the situation could 
change dramatically,'' says the 
firm. 

For the moment high expec- 
tations that liberalisation 
would bring a rush of new 
business for the big London 
investment firms appear to 
have been disappointed. Rela- 
tively few big cross-border 
accounts have been won, and 
most managers are reported to 
be treading over the same rela- 


Main European pension markets 


Main funding 

Asset size 

Estimated non- 



(USSbn)' 

domestic investment 

UK 

Funded 

644 

2696 

Netherlands 

Funded 

242 

1496 

Germany 

Book reserve/ 

114 

496 


penstonkasse 



Denmark 

Funded 

40 

4% 

France 

Pay-as-you-go with 

23 

396 


smart reserves 



-ABMDecanfear 1932 
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tively narrow plot of continen- 
tal ground. 

One problem is that conti- 
nental funds have yet to be 
persuaded to embrace the cult 
of the equity, even if the buy- 
ing of shares and non-domestic 
investments has graduallyin- 
creased in recent years. Actu- 
aries will no doubt continue to 
argue that a higher proportion 
of shares is justified to ofbet 
the risks of inflation - and that 
superior investment returns 
can substantially reduce con- 
tribution costs for companies - 
but the prize for investment 
managers should not be exag- 
gerated. 


The EC directive when it 
comes into force in the mid 
1990s should limit the ability of 
the Belgians and tbe Danes to 
restrict investment to certain 
asset classes (measures, inci- 
dentally, largely aimed at fin- 
ancing these countries' large 
budget deficits). Its effective- 
ness, though, is still unclear. 
On top of the prudential con- 
trols already introduced into 
the draft directive in the wake 
of the Maxwell scandal, liber- 
als fear that a further amend- 
ment may allow member states 
to fix maximum limits on spec- 
ified asset categories. This 
might channel pension fund 


money back into bonds, once 
a gain serving narrow national 
interests. As the directive 
stands, governments will in 
any case be able to require that 
60 per cent of the assets of a 
scheme are matched with the 
domestic currency or Ecus. 

If the freedom of investment 
managers Is perhaps the big- 
gest issue of the moment, pen- 
sion professionals like Richard 
Abramson, head of corporate 
pensions at Ernst & Young, 
have not given up completely 
on aspects of cross-border 
membership. In the wake of 
last year's discussion docu- 
ment published by the EC 
Commission, for example, he 
says there is still some hope 
that the something can be 
done to allow mobile workers 
to remain in their existing pen- 
sion schemes without suffering 
any adverse tax consequences. 
At present, for example, an 
employee sent by his company 
from the UK to Germany will 
have to pay tax on pension 
contributions paid into a UK 
fund. 


Not for the first time reform 
is strongly championed by the 
UK, but meets with a luke- 
warm response at best from 
other member states. 

One reason is their fear of 
losing revenue which might 
help support social security 
systems groaning under new 
demographic pressures. Most 
European countries face the 
same dilemma: increase contri- 
butions (ie. taxes) to finance 
the rising cost of state pen- 
sions. or reduce benefits. Both 
are politically unpalatable, 
which is why there are tenta- 
tive moves by several govern- 


ments to encourage more pri- 
vate sector participation. 

The issue, for example, is 
certainly on the agenda of the 
new French government. Its 
predecessor laid out the 
options in a White Paper two 
years ago: though there were 
□o recommendations for action 
a start has been made by 
allowing modest tax incentives 
for personal pension plans (tbe 
so-called Plans Epargne de 
Re trail). 

Interest is also focused on 
Austria where 50 per cent , of 
pension liabilities now have to 
be p re-funded by companies; 
Denmark, where companies 
now have to make some provi- 
sion for their blu&coUar work- 
ers: and S pain, where pre-fund- 
ing is also in its infancy and 
further complicated by the gov- 
ernment's insistence on strong 
member representation. 


SPECIALISATION: Are the days of balanced fund management over? asks Norma Cohen 

Much easier to give it all to one manager 
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options for investment managers 



In an industry which is increasingly concerned with above average pension fund 
performance, few managers have succeeded in delivering it as consistently as Cartmnre. 

If you look at all the rolling five year periods since 1980 for example, you will see 
(hat our median fund has achieved top quurtile performance in every single one.* 

By managing some of the best performing pension funds in the UK. Garttnore has 
become one of the UK's fastest growing pension fund managers. 

But we have never sought to add business at the expense of our existing clients. 
Throughout the last ten years we have consistently invested in people and systems to ensure 
that our standards of performance and service would stay among the highest in the industry. 
Which goes some wjy towards explaining why no fewer ihjn twenty four 

existing clients have awarded us over £500 million worth Gartmor 

of additional money in the last three years alone. pension fu«i 

Fora copy of our Pension Fund brochure, call Helen Marsden on 071-782 2000. 


IS TO KEEP ADDING TO 


THE days of balanced fund 
management are over," pro- 
Dotmced Tim Gardiner, part- 
ner at consulting actuaries 
William M. Fraser and Co, at 
an actuarial conference last 
autumn, thus prompting a 
stormy debate over exactly 
how pension assets should be 
invested. 

Mr Gardiner’s remarks were 
aimed at trustees who had 
failed to try to link their 
investment strategy to their 
liability profile. 

The average balanced UK 
pension fund's 80 per cent 
weighting in equities may be 
inappropriate for very mature 
schemes with large current 
pension obligations and few 
contributors, he said. 

The debate has been misin- 
terpreted by some as being 
abont the relative merits of 
bonds and equities. Bat among 
pension trustees, it has 
encouraged a trend already 


under way to try to link assets 
more closely to liabilities. And 
that, pensions consultants say, 
has led them to look at moving 
away from balanced manage- 
ment and into specialist funds. 

“We will probably see an 
uptick in specialist mandates 
due to asset liability model- 
ling," said Mr Robert Baker, 
pensions consultant at Wil- 
liam M Mercer and Co. The 
most recent data available 
from the US-based research 
firm, Greenwich Associates, 
suggests that until now, there 
has been no great love for spe- 
cialist fond management in 
the UK. 

At the end of 1991, 51 per 
emit of UK pension funds sur- 
veyed used balanced managers 
exclusively, 14 per cent used 
specialists exclusively, 30 per 
emit used both and 5 per cent 
were managed internally. 

If funds over £lbn are 
counted, specialists are some- 


what more popular, used 
exclusively by 25 per cent of 
funds with only 32 per cent 
using balanced management 
exclusively. Roughly a third 
use a combination of the two 
and 11 per cent are managed 
internally. 

There are still a lot of 
trustees locked into balanced 
management It's much easier 
to give it all to one manager 


to the US market where they 
are the norm. Mr Baker said 
that while many factors could 
account for the differing atti- 
tudes, it is helpful to note the 
involvement of corporate trea- 
surers in US pension fund 
operations. 

Because they are comfort- 
able with more sophisticated 
financing techniques, they are 
more willing to take on the 


At the end of 1 991 , 51 per cent of UK pension funds 
surveyed used balanced managers exclusively, 14 
per cent used specialists exclusively 


and Instruct him to make the 
asset allocation derisions for 
yon," Mr Baker said. There is 
a lot of comfort in being man- 
aged In a pool and having its 
performance measured against 
the average.” 

The reluctance of UK pen- 
sion funds to seek specialist 
managers is in stark contrast 


responsibility of asset alloca- 
tion and understand how the 
use of competing investment 
styles could add value. 

Indeed, the willingness of US 
schemes to award specialist 
mandates has proved to be a 
boon to a number of Scottish 
houses including Ivory and 
Sime, Murray Johnstone, Mar- 
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tin Currie Fund Managers and 
B ailli e Gifford, who say they 
are winning so-called EFEA 
mandates - mandates to 
invest in Europe and the Far 
East. 

But closer to home, interest 
in specialist fond management 
has most recently been 
aroused by the shifting demo- 
graphics of pension schemes. 
Waves of redundancies at lead- 
ing UK corporations have dra- 
matically changed the matu- 
rity profile of many pension 
schemes and some trustees, 
reviewing recent actuarial val- 
uations, are having to face 
some unpleasant truths. “Once 
you start thinking about asset 
allocation, you begin to think 
abont specialist management,” 
said Ms Alison Ramsdale, mar- 
keting manager at pension 
Investment consultants Frank 
Russell, a US-based firm with 
expertise in analysing special- 
ist management. 

Ms Ramsdale acknowledges 
that there has hardly been a 
headlong rush into specialist 
management by UK pension 
funds. "Balanced managers 
have a very strong grip on tbe 
UK pension fund market and 
they have no interest In pro- 
moting specialist manage- 
ment," she said. Pension 
schemes using specialist man- 
agers are typically those of the 
UK subsidiaries of American 
companies such as IBM and 
Ford. 

One UK fund which has is 
Rolls-Royce. Its investment 
manager, Mr David Colclough, 
says tbe scheme made the 
switch in 1986 after careful 
consideration and that the 
asset-liability mismatch was 
among their initial concerns. 

First, he said, the scheme 
was achieving poor perfor- 
mance out of tbe three bal- 
anced managers it was using. 
Rolls-Royce could not control 
the overall asset allocation 
and as a result, its portfolio 
had a heavy bias towards fixed 
income and property and had 
missed the very hefty gains on 
equities. 

Also, the fond managers fre- 


quently took sector bets which 
cancelled each other oat, lead- 
ing to a neutral effect on 
ret ur n and incurring substan- 
tial transactions costs in the 
process. 

Also, Rolls-Royce found that 
not all balanced managers are 
good in all areas. The report- 
ing process for balanced man- 
agers allows them to gloss 
over their weaknesses because 
results are reported in total, 
rather than by asset category. 

Mr Colclough said that in 
1986 asset-liability modelling 
was a relatively crude affair 
and that it had not been able 
to build asset allocation deci- 
sions on then-available 
systems. But tbe process has 
moved light years ahead 
recently and with more than 
60 per cent of the scheme's 
members categorised as cur- 
rent or deferred pensioners, 
modelling plays a significant 
role in asset allocation. 

The scheme has 50 per cent 
of Its assets in UK equities, 
half of that in an indexed core 
and 30 per cent of its assets in 
overseas equities, also split 
into an indexed core. The 
scheme uses 10 foreign manag- 
ers because it has found they 
typically perform better than 
UK managers do in those mar- 
kets. 

Ms Ramsdale said that 
Frank Russell’s own research 
shows that in US markets, 
local managers do indeed out- 
perform UK managers, 
although domestic managers 
as a rule do not necessarily 
outperform foreigners. Japan 
is the only other conntry 
where domestic managers 
have the distinct edge over for- 
eigners. 

But even in their home mar- 
kets, fund managers report 
much mare Interest from pen- 
sion funds in their specialist 
products, parti colarly "plain 
vanilla” UK equity pools. Mer- 
cury Asset Management, for 
instance, reports that its UK 
specialist business is among 
its fastest growing, having 
started from almost nil three 
years ago. 


Decisive factor 
is performance 

DOES it matter where a is insufficient statistical evl- 


pension fund manager is 
based? Can an international 
portfolio be managed success- 
fully from London or does the 
manager need offices in the 
countries concerned? 

There is one powerful argu- 
ment in favour of each view- 
point. The London-based man - 
agers would argue distance 
lends perspective; that they 
can be more objective about 
trends in an overseas market, 
whereas local managers can be 
"carried away” with prevailing 
bullish or bearish sentiment 
Local managers would retort 
the London-based managers 
cannot back up their claims. 
Figures from Combined Actu- 
arial Performance Services 
Limited show that, if managers 
matched the indices, they 
should have achieved a cumu- 
lative return on overseas equi- 
ties of 16.9 per cent per annum 
between 1982 and 1991. In fact, 
they earned just 14.6 per cent 
per annum over the period. 

The argument from locally- 
based groups is that only by 
being in the country concerned 
can managers be alive to the 
trends. Colin Lever, senior 
partner at actuaries Bacon & 
Woodrow, says: “My gut feel- 
ing Is that you do better in 
your own market than you do 
in other people's. 

“Property in particular,” he 
says, “is something that people 
think is the same in other 
countries as it is in their own." 
This, according to Mr Lever, is 
where they are led astray. 
“British investors have had 
disasters investing in Brussels 
property in the 1970s and in 
the US in the late 1980s. The 
Swedes and the Japanese were 
buying UK property at inflated 
prices in 1987-9." 

According to actuaries, there 


dence to prove the case one 
way or the other. Julia Hobart, 
senior consultant at Mercer 
Fraser, says the firm has done 
some work on this question. Tt 
is a little inconclusive but 
there seems to be some mild 
evidence that there is merit in 
hiring a company which is 
based locally.” 

But, warns Ms Hobart, “per- 
formance may depend on the 
nature of the local market, par- 
ticularly whether small cap 
stocks are outperforming large- 
cap stocks. You would expect 
the local manager to be better 
able to pick small stocks. The 
local manager is also more 
likely to outperform in a less 
efficient market." 

Gordon J Clark, of actuaries 
Clay and Partners, says: 
“Locally-based investment 
managers may be able to trade 
more efficiently and quickly. 
Market timing and use of bro- 
ker facilities may be evaluated 
more effectively." 

These points are underlined 
as far as the US stock market 
is concerned by Mr Jim Conzle- 
man, who is vice-president of 
Fleming Capital Management 
in New York, part of the Lon- 
don-based Robert Fleming 
group. ‘‘As far as large cap 
managers go in tbe US equity 
market the London-based man - 
ager is not at a great disadvan- 
tage to the locally-based 
adviser,” he says. "Broker cov- 
erage is thorough and this is a 
pretty efficient area of the mar- 
ket.” 

But with small company 
stocks it is different. “The 
more companies one can 
research first band and get to 
know the better off one will 
be," Mr Conzleman says. There 

Continued on page 5 


Foreign advisers find favour 


Continued from page 3 


generally have gone to domes- 
tic fund managers at banks 
linked to tbe company. 

Potentially enormous oppor- 
tunities await the foreign man- 
ager, but access to funds will 
remain limited by government 
regulations and the strategic 
ties between companies and 
financial institutions. 

By 2010 about 18 per cent of 
the Japanese workforce is proj- 
ected to be 65 or older, com- 
pared to only 11 per cent In 
1990. Coupled witb this 
increase in the nation's ageing 
society, is a substantial growth 
In the sum total of the nation's 
pension fund assets, expected 
to climb to Y250,000bn by the 
year 2000, from YL50,000bn In 
1S90, according to the Pension 
Fund Association. 

But the freedom of invest- 
ment choice is limited. Japa- 
nese companies must place at 
least 50 per cent of their assets 
in fixed income instruments, 
up to 30 per cent in foreign-cur- 
rency assets, 30 per cent in 
stocks and 20 per cent In real 
estate. 

Pension funds are accounted 
on book value, the amount 
paid for them, rather then 
their market value. Also, 
domestic fund managers are 
expected to reach a set realised 
rate of return each year at 5 JS 
per cent 

Mr Tak Wakasugi, professor 
of finance at the University of 
Tokyo and co-director of the 


University of Michigan's Mit- 
sui Life Financial Research 
Center, said Japan's pension 
fund system rewards the fund 
manager who takes the least 
amount of risk. He added that 
changes in these regulations 
are necessary for the invest- 
ment behaviour of fund man- 
agers to change. 

“Under the present regula- 
tions. fund managers cannot 
move," said Mr Wakasugi, who 
chaired a recent committee 
sponsored by the ministry of 
finance on Divestment perfor- 
mance evaluation. The com- 
mittee conducted an 18-month 
study that ended last year. 

The drive to measure the 
nation's pension funds by their 
performance is currently in a 
deadlock, said Mr Wakasugi, 
because tbe participants in the 
industry foil to agree on how 
to Implement the tooL Even an 
immediate adoption of perfor- 
mance evaluation will hardly 
liberalise the pension fund 
industry. "The chang e of one 
factor will not be enough,” Mr 
Wakasugi added. 

The decline of Tokyo's stock 
market from its peak of 38.915 
in 1988 to its six-year low of 
about 14.309 last August pres- 
surised the pension fund man- 
agers, and resulted in capital 
losses <ra the portfolios ol insti- 
tutional Investors. However, in 
recent weeks, equity trading 
on the Tokyo Stock Exchange 
has rallied about 20 per cent 
frem the beginning of this cal- 
endar year. Government fund 


buying through public funds 
fuelled the advance in March. 
Stock market analysts expect 
the advance to continue into 
the summer, when early signs 
of an economic recovery are 
expected. This direction will be 
followed by profit-taking before 
the end of the calendar year 

The fund of Yl,900bn run by 
the Japan Pension Fund Asso- 
ciation (PFA), the nation's 
largest corporate pension fund 
holder chaired by Mr Noboru 
Terada, had net unrealised 
Iobcs of ll per cent at the end 
of the last financial year. The 
unrealised losses on stocks 
were more than 30 per cent, 
according to the organisation 

The yield on PFA funds was 
3.84 per cent in the fisca l 19gi 
down from 6 per cent the year 
earlier. This decline repre- 
sented the first time the associ- 
ation failed to achieve its 
annual target of 5.5 per cent 

f^ 1967, when was estab- 
lished. 

Mr Tsuyoshi Igarashi. assis- 
tant manager of general plan- 

SafF 1 ” in Pension 
Trust Department at Sumitomo 
Trust ami Banking, said declin- 
ing stock prices prompted the 
/o**ign managers 
to help administer billions of 
yen in pension fund assets 
foreign managers are seen to 
have more experience in their 
own markets and the ability to 
generate higher performSice 
and lower risk on assets. Jara! 
K, ‘ n f t| tutfons. in contrast, 
have lacked competition. 


which resulted in lower 
returns, particularly when the 
stock market declined. 

Mr Tadaharu Goto, director 
of the corporate pension plans 
division at the ministry of 
health and welfare agreed. He 
said he expects extended use of 
foreign managers in the 
futures due to the need by 
domestic institutions to obtain 
better returns. 

Mr Yugi Kudo, the president 
of Schroder Investment Man- 
agement Japan, speculates that 
the ministry of finance took a 
step in that direction when it 
allowed foreign asset managers 
to place up to 70 per cent of 
their pension fund assets in 
foreign currency assets - a 
much higher percentage than 
domestic managers. But Mr 
Kudo added that general condi- 
tions for foreign investors are 
restrictive at best. 

Foreign managers who 
entered the market early may 
ultimately benefit from a fur- 
ther opening of Japan’s pen- 
sion fund market. But it is 
unlikely that the cozy relation- 
ships between the nation's life 
insurance companies, trust 
banks and government will 
change in the short-term. 

In the end, the ageing society 
has created a pressure of its 
own. Because Japan has the 
highest life expectancy In the 
world, higher yields on assets 
are desperately needed to off- 
set future liabilities as the 
average age of the workforce 
increases. 
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QUANTITATIVE MA NAGEMENT: Norma Cohen discusses index-matching 
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AFTER a year in which classic 
UK fund managers wildly out- 
performed the basic stock 
index, it has become fashion- 
able to question the future of 
index-matching as a technique. 

“Is Indexation Dead" is the 
subject of a recent seminar 
offered by County NatWest 
Investment Management 
which has between £6bn and 
£7bn under management in 
so-called indexed funds. Mr 
Rick LacaWe, associate direc- 
tor of CNWIM, said that a 
widely-publicised set of figures 
from the pension fond industry 
performance measurement ser- 
vices are partly to blame. 

Combined Actuarial Perfor- 
mance Services (CAPS) found 
that the average “active” man- 
ager outperformed the FT-A 
Actuaries All Share Index by 
1J8 percentage points, return- 
ing 22.4 per cent on a UK equi- 
ties portfolio against a return 
of 20.6 on the FT-A. Similarly, 
WM Company, whose universe 
includes more of Britain’s 
larger pension fizods who actu- 
ally use indexation, also found 
outperformance but by a much 

srnatTw margin. 

Indeed, the CAPS figures 
show, active managers outper- 
formed passive "index-track- 
ing" managers in two out of 
the last three years. In a mar- 
ket which has never been hos- 
pitable towards mathematical 
approaches to fund manage- 


ment, do the latest figures 
sound the death knell for pas- 
sive quantitative management? 

Mr John Clamp, chief execu- 
tive of CAPS, asks: "Is indexa- 
tion dead? I don't think so by 
any measure ” CAPS data over 
the past 10 years, for instance, 
showed that UK active fund 
mmiagers, on average, simply 
equalled the FT-A. Between 
active and passive managers, 
there is little difference in 
return while passive managers 
offer the advantage of far 
lower fees. While the active 
managers of balanced pools 
may charge IS to 30 basis 
points of funds under manage- 
ment, passive inde^ managers 
charge no more than five. 

Ironically', it has been the 
poor performance of active 
managers over the past 10 
years which has driven pen- 
sion fund clients to consider 
passive quantitative fund man- 
agement at all. Mr Andrew 
Threadgold, former chief exec- 
utive at PosTel, the UK's larg- 
est pension fund which runs 60 
per cent of Its £20bn in funds 
in a passive manner, said that 
the scheme was driven to 
choose passive quantitative 
fund management by poor per- 
formance in the late 1970s. 

But overall, unlike the US, 
where quant has been a main- 
stream approach for nearly 20 
years, the pension fund market 
has been slow to follow. The 


staple "quant” product has 
been an Index-tracking mecha- 
nism in which the fond man- 
ager builds a portfolio with all 
the equities in a given index in 
proportion to each share's 
weighting In the index. 

Mr Clamp estimates roughly 
5 per cent of the UK pension 
fund market is managed using 
index-tracking techniques 
against about 14 per cent in 
the US. ' The Largest index- 
tracking fund management 
firm in the UK is Barclays de 
Zoete Wedd which has won a 
number of wen-publicised man- 
dates in the past year. 

However, the area of quanti- 
tative fund management earn- 
ing the most interest in the 
industry is not passive indexa- 
tion but a style of management 
which loosely falls under the 
rubric of active quantitative 
fund management. 

And, while many of those 
firms offering the product are 
the same as those who pio- 
neered passive quantitative 
technique, the two are in fact 
worlds apart Quite simply, it 
is the marriage of analysis by 
traditional fund managers with 
the computer technology of 
indexers. "We try to replicate 
with a computer what a tradi- 
tional fund manager would do 
by hand,” says Mr Kevin Rowe, 
partner at Buchanan Partners, 
an active quant boutique 
which specialises in the use of 
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are also dealing pitfalls. 

"One is better saved by hav- \ 
mg. cam’s own. trader acting on 
the spot t&an by leaving open 
orders from London, only to 
come In next morning and find 
that the deal was put through 
at the least advantageous price 
of the day.” 

However, Mr Lever wants it 
might not be sensible to com- 
pare the international manag- 
er's performance with the local 
index. “If a UK pension fond 
invests in Australia, it might 
well underperform the local 
index. But it is probably going 
to Australia to gain exposure 
to stacks which are not avail- 
able in the UK, particularly 
natural resources companies. If 
that part of the market did 
badly, you would underper- 
form.” 

One UK fund manager says 
overseas managers have had a 
good chance to outperform in 


Japan. “Straightforward value 
techniques have knocked the 
pants off the index over the 
past few years and the index 
has knockad.the.paxits off the. 
local managers. Quantitative 
techniques can easily be 
applied outside the country 
concerned. The more complex 
the market, tire better it is to 
be standing at a distance.” 

It is a debate which is likely 
to continue for some years. 
The question is inevitably 
bound up with the issue of 
whether managers employ a 
general manager or specialists 
for the separate sections of 
their portfolios. Ms Hobart 
says those who follow the spe- 
cialist route tend to favour 
local managers. 

Mr Clark says: "The use of 
locally-based investment man- 
agers necessitates a strong, 
centrally-based asset allocation 
decision-making process. If not, 
there is a danger that there is 
no overall perspective of global 


relative market valuation lev- 
els.” He adds: "Thematic 
approaches arising from the 
asset allocation process tend to 
become blurred through the 
use of local managers.” 

UK-based managers retain, a 
strong position - indeed they 
have been quite successful in 
marketing themselves to US 
pension funds as managers for 
the global element of portfo- 
lios. Overseas fund managers 
will increasingly come to the 
UK to claim their shares of the 
UK pension fund market 

Meanwhile, UK management 
companies may well use a 
global network of offices, if 
they have one, as a key selling 
point in their services. But 
says Mr Lever, "most trustees 
would regard the proof of the 
pudding as in the eating. The 
question is: has the network 
done them any good?” In the 
end, it is performance, not 
rhetoric, which will settle the 
debate. 
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equity derivatives. "The differ- 
ence is risk controL” 

Mr Peter Lockyer, partner at 
consulting actuaries Clay and 
Partners, says that the market 
for active quant services has 
broadened significantly. While 
there remains limited appetite 
for discrete products managed 
in that fashion - probably no 
more than £5bn is managed in 
this fashion in all of Britain - 
the - mainstream active fund 
managers are quietly incorpo- 
rating the approach into their 
own stock selection and asset 
allocation process. 

Indeed, Mr Andrew Rudd, 
chief executive of Barra Inc, 
the largest database provider 
for both active and passive 
quant fund managers, says 
that 18 of the 20 largest fond 
managers in London are using 
his products. Among other 
things, quant methodology ga n 
be used to check for unin- 
tended bias in the construction 
of a portfolio such as an over- 
weighting in small companies, 
he said. Thus, the extent to 
which quant applications are 
gaining currency is far larger 
than the funds under manage- 
ment suggest 

The basic active quant prod- 
uct involves the use of Tactical 
Asset Allocation (TAA). 
According to Clay and Part- 
ners, this involves establishing 
benchmarks showing how a 
fund's assets would be allo- 
cated among different asset 
classes when all classes are 
priced fairly to each other. If 
mispricings occur, then value 
can be added by making a tac- 
tical decision to move away 
from the benchmark. 

Similarly, firms are also 
offering stock selection prod- 
ucts which require breaking 


down exponents of a compa- 
ny’s performance and isolating 
those characteristics deemed 
most likely to emerge in stocks 
which outperform. Managers 
may offer TAA, a stock selec- 
tion product or some combina- 
tion of the two. Often the prod- 
uct includes a currency 
overlay intended to reduce the 
risks from fluctuations. 

While quant firms differ 
from each other in the system 
they use for stock selection 
and the variables they focus 
on, most use some value-ori- 
ented approach. What can 
make the difference between 
the success or failure of a strat- 
egy is little more than the abil- 
ity to pick the right variables. 

But Mr Lockyer, whose firm 
has conducted an analysis of 
the relative performance of 
several active quant managers, 
says that the problem is that 
market conditions are subject 
to change. The variable which 
helped to pick stocks in one 
cycle may become irrelevant in 
another. "One of the points 
about quant is that the world 
changes and then you have to 
re-think your whole strategy.” 

Moreover, many quant man- 
agers suffered from the 
absence of an actual invest- 
ment track record. Many have 
produced sales tools which 
hypothecate how the fund 
would have performed over the 
previous five years. “The truth 
is that backtesting doesn't 
work,” Mr Lockyer said. 
"Everyone's backtest shows 
spectacular results.” 

One firm which has success- 
fully attracted clients is Hill 
Samuel Asset Management 
which has been running a dis- 
crete product for five years and 
has been able to outperform 
the FT-A in each of those 
years. However, five key staff 
have recently defected to State 
Street where they plan to offer 
a similar product and prospec- 
tive clients may question the 
applicability of the track 
record to present conditions. 


PROPERTY: institutions are still fighting shy 


Few signs of a 
return to favour 


THE UK commercial property 
market may he approaching 
the bottom of its cycle, but 
pension funds are not enthusi- 
astic about returning to it. 

Although, lower interest 
rates and the devaluation of 
sterling last September 
prompted a flicker of interest 
in commercial property from 
overseas investors and private 
buyers, the institutions have 
largely stayed on the sidelines. 

According to the Central Sta- 
tistical Office, institutional 
investment in UK commercial 
property totalled £937m last 
year, less than half the previ- 
ous year's £L95bn. In the last 
quarter of the year insurance 
companies and pension funds 
made net sales of £77m of prop- 
erty. 

Within the institutional sec- 
tor, pension funds are mark- 
edly less enthusiastic than 
insurance companies about 
property investment, according 
to a Gallup poll for CSW, a 
property magazine, at the start 
of this year. Some 31 per cent 
of pension funds expected to 
disinvest from commercial 
property, compared to 23 per 
cent of pension funds which 
expected to invest The compa- 
rable figures for insurance 
companies were 53 per cent 
and 12 per cent. 

The pension funds' low level 
of interest In property invest- 
ment cannot simply be 
ascribed to a belief that prop- 
erty will continue to foil in 
value. More than half the pen- 
sion fonds polled by Gallup 
thought that a meaningful 


recovery in UK property would 
take place in the first half of 
1994; 38 per cent thought the 
second half of 1994. 

Indeed, even bearish com- 
mentators concede that the 
case for buying property has 
improved. Property yields, 
which average around 10 per 
cent, are higher than gilt 
yields for the first time since 
the 1960s. The banks' reluc- 
tance to make new property 
loans has severely limited the 
prospects for new property 
development That means that 
when demand from tenants 
eventually returns to the mar- 
ket, rents can be expected to 
rise. 

The result has been reason- 
ably strong demand for high 
yielding property with finan- 
cially secure tenants, the 
income or which more than 
covers their financing costs. 
Retail warehouses, distribution 
warehouses and Industrial 
sheds are most in demand from 
institutions, according to a sur- 
vey by the Corporate Intelli- 
gence Group. 

However, the general lack of 
enthusiasm by pension funds 
for most of the commercial 
property sector is unlikely to 
be rapidly reversed. 

For one thing, several of the 
traditional selling-points of 
property have been under- 
mined in recent years. The 
standard institutional lease, 
with its 25-year duration and 
upward-only rent reviews, has 
come under pressure from ten- 
ants demanding concessions 
awH incentives. 


For another, the belief that 
property added counter-cycli- 
cality and stability to an 
investment portfolio has been 
found wanting in the present 
downturn. 

Another traditional attrac- 
tion of property, its role in 
hedging a gains t inflation, has 
diminished in its perceived 
importance as prices have 
come under control, although a 
resurgence in Inflation over 
the next few years might 
renew its appeal. 

Another explanation of why 
property is out of favour is 
that its performance over the 
past decade has been 
extremely poor. The annual 
rate of return for direct prop- 
erty over 10 years, five years 
and one year was 7.7 per cent, 
6.2 per cent and -0.1 per cent, 
respectively, compared with 
1&8 per cent 14.7 per cent and 
20 per cent for the ETA All 
Share index or 11.6 per cent 
10.6 per cent and 15.4 per cent 
for gilts. 

Furthermore, pension funds’ 
cash flow is being squeezed 
which is limiting their ability 
to invest. In bidding for invest- 
ment funds, property is having 
to compete with other asset 
classes. The government’s bur- 
geoning borrowing require- 
ment will make institutions 
heavy buyers of gilts, limiting 
their appetite for non-gilt 
assets. 

That said, tax changes 
reduced pension fund’s divi- 
dend income from equities by 
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At noon today 


put your global custodian 


to the test. 


Time was, there were two tests of a global 
custodian: size and discretion. 

Today, with high-speed 24-hour trading, 
multi-currency investments and sophisticated 
derivative instruments, you’re looking for a 
number of strengths. 

And number one is information. 

You want high-quality information— to 
help you make prompt, accurate, profitable 
investment decisions— every day. 

That’s why you’re looking for the help of 
a very special firm. One that’s in the world’s 
major and emerging markets every day. One 
that deeds in complex investment strategies as 
a matter of course. And knows precisely the 
kind of information you need in any given 
situation. 

You’re looking for people who give you 
access to the highly regarded analytics of a 
major global investment bank. 

People who give you significant revenue 
opportunities through securities lending with 


their own investor contacts. 

You want streamlined systems that de- 
liver better information because they’re auto- 
mated from entry to output. Information 
that’s automatically checked for errors and 
tracked for progress. 

Most important, you want a precise re- 
port of your entire securities position — 
every instrument in every currency and every 
market worldwide— as it settles that day. 

And you want it on your screen at noon 
—or whenever is best for you. So you have 
it in time to make key decisions about your 
next moves and your ongoing strategy. 

That’s the test of a global custodian. 

Put Morgan Stanley Global Securities 
Services to it 

In New York: (718) 754-2706. 

In London: (071) 425-8451. 

In Luxembourg: (352) 346-46-200. 

In Hong Kong: (852) 848-5440. 

In Tokyo: (03) 3206-4445. 


MORGAN STANLEY 
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PENSION FUND INVESTMENT 6 


CURRENCIES: 1992 gains have been unusually strong, says Norma Cohen 


To hedge or not to hedge 


AFTER a year tike the last one, 
pension fund managers may 
well ask themselves if there is 
any good reason to bother 
hedging currency exposures. 

Consider the facts. Last year, 
fund managers investing in US 
dollar-based assets earned an 
additional 23.6 percentage 
points once the currency had 
been converted into dollars, 
according to Combined Actuar- 
ial Performance Services 
'Caps;. Against the yen. it was 
equally impressive at 23.7 per 
cent. 15.7 per cent against the 
D-Mark and 15.9 per cent 
against the French franc. 

‘We have found it is not 
worth it to hedge." said Caro- 
line Burton, investment direc- 
tor at Guardian Royal 
Exchange. “We found last year, 
for instance, tliat the currency 
gains in the Japanese stock 
market wiped out our losses 
there," she said. According to 
Caps, the Japanese equities 
market returned negative 4.7 
per cent last year, even when 
currencies were taken into 
account. 

Mr Robert Baker, pensioas 
consultant at W illiam M. Mer- 
cer. said that hedging currency 
exposures remains the excep- 
tion rather than the rule at 
most UK pension funds. In 
spite or the increasing percent- 
age of assets invested abroad. 

That partly reflects the gains 
which funds have recorded in 
recent years from currencies. 
The Caps data show that 
wi thin the past five years. 1992 
currency gains have been 
unusually strong. But in the 
previous four, they have been 
negligible and any effort to 
hedge would have been over- 
shadowed by the cost 

In the four years to the end 
of 1991, the US dollar appreci- 
ated 0.1 per cent against ster- 
ling. while the yen sank 0.6 per 
cent. The French and German 
currencies recorded gains of 0.9 
and 1.0 per cent respectively. 

Mr Alan Greenhorn, for- 
merly head of quantitative 
active management at Hill 
Samuel Asset Management, 
said the group bad made a 
study of the benefits of hedg- 
ing for pension funds. “In the 
long run. we found that the 
costs of passive hedging far 
outweigh the benefits." he 
said. 

Mr Jeffery Davis, of State 
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Street, the Boston-based bank interest is in reducing vola Al- 
and fund manager, said that ity, then there is some benefit 
the benefits of currency risk to hedging.” 
management rise with the But Mr Greenhorn, who now 
degree of overseas exposure, heads an active quant fund 
“It ail realiy depends on what management team at State 
proportion of a pension plan is Street, said increasingly there 
devoted to non-domestic assets, are reasons to consider the use 
If it is five to 10 per cent, as is of some currency overlay prod- 
common in the US, then the uct for portfolio management, 
benefits are insignificant in In currency overlay theory, 
terms of reducing volatility," managers attempt to separate 
he said. “But if you have 20 per out currency from other invest- 
cent or more abroad and your meat decisions and then hedge 
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Carofine Burton 'We found last year that the currency gams in the 
Japanese stock market wiped out our losses there' 



the currency risk as appropri- 
ate. 

The process is gaining wide- 
spread use among American 
pension fund managers, who 
ironically have a lower per- 
centage of non-domestic assets 
than do their UK counterparts. 

But the product is still far 
from mainstream In the UK 
and its appeal is greatest to 
those who are already sympa- 
thetic to mathematical applica- 
tions of fund management the- 
ory. 

“There are really two Invest- 
ment decisions," Mr Greenhorn 
said. “One is whether you like 
the currency and the other is 
whether you like the market. 
And it's unlikely that your pre- 
ferred currency is also going to 
be your preferred market," he 
said. 

Moreover, fund managers 
may not realise just how 
exposed they are to certain 
currencies. Many companies 
whose shares are held will 
themselves derive a sig nifican t 
portion of their revenues from, 
say, the US or Japan, and buy- 
ing that share is furthering 
that exposure. 

Mr Robert Clarkson, general 
manager of investment at Scot- 
tish Mutual, said that he has 
been using a currency overlay 
system for that reason, among 
others. The strategy makes sig- 
nificant use of currency deriva- 
tives, he said. 

“We regard the currency 
decision as different from the 
underlying market," he said. 
For instance, while the Japa- 
nese stock market currently 
looks attractive, the yen is less 
so. “We would have a lower 
yen exposure through the for- 
ward currency market," he 
said. 

Scottish Mutual also uses 
derivatives to move quickly 
into a market where the stock 
selection process has not yet 
been completed. He purchases 
forward contracts and then as 
underlying stocks are pur- 
chased. unwinds the position. 

However, pension schemes 
have been chary of such tech- 
niques because of the dim view 
that the Inland Revenue takes 
of those activities. While 
investment is tax-free, trading 
is not and gains on tbose strat- 
egies could well attract capital 
gains tax. 
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All our pension funds are a blend of 
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UK and international bonds 


PROPERTY: 


a unique new approach 


Whether you are seeking segregated or pooled management, 
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DERIVATIVES: Tracy Corrigan reviews developments in recent years 


A measured step forward 


IN THE past few years, the use 
of derivatives by UK pension 
funds has increased substan- 
tially, although fund managers 
still tend to confine themselves 
to a limited number of prod- 
ucts, designed to serve a lim- 
ited number of purposes. 

Several important develop- 
ments in recent years helped 
pave the way for greater use of 
derivatives. 

First, the tax position of 
derivatives was clarified in the 
1990 Finance Act. A year later, 
the Securities and Investment 
Board produced rules on “effi- 
cient portfolio management", 
outlining when the use of 
futures and options was an 
acceptable practice. 

But fund managers agree 
that the most important land- 
mark was the publication of 
guidelines on performance 
measurement of derivatives 
last year. The guidelines, 
developed by the London Inter- 
nationa Financial Futures & 
Options Exchange (Liffe) and 
Mercer Fraser, the actuarial 
consultancy, were considered 
particularly important, 
because they allowed trustees 
to assess more easily whether 
fund managers were using 
futures and options for invest- 
ment or hedging purposes, or 
for taking more speculative 
positions. 

These standards “laid down 
a benchmark " according to Mr 
Tony Whalley, investment 
director of Scottish Widows. 
“The vast majority of pension 
fund trustees take the view 
that if investment managers 
want to use derivatives, they 
should be allowed to do so." he 
said. However, certain pension 
funds cannot use derivatives 
without changing their trust 
deeds. 

The fact that these standards 
were approved by the National 


Association of Pension Funds 
gave further weight to the 
argument for derivatives. 

Last November, the Pensions 
Research Accountants Group 
(Prag). an association of 200 
UK pension fond practitioners, 
published a further document 
on the use of derivatives by 
fund managers. Prag built on 
the work by Liffe and Mercer 
Fraser, but broadened the 
approach to encompass report- 
ing and accounting of deriva- 
tives. as well as performance 
measurement. 
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In addition. 

Liffe has run 


regular derivatives courses 
designed specifically to suit the 
needs of trustees, which are 
credited with fostering a 
broader understanding of 
derivatives among pension 
fund trustees. 

But many pension funds, 
sometimes in practice and 
sometimes because of strict 
Investment guidelines, limit 
themselves to a specific range 
of strategies. 

The most common use of 
derivatives is still for asset 
allocation. If a fond manager 
buys futures on the FT-SE 100 
stock index and holds a cash 
deposit, he is creating a 
synthetic equity asset. It is 
usually cheaper and quicker to 
gain exposure to the market by 
this method than by buying a 


portfolio of stocks in the cash 
market. For example, if it is 
decided that a fund should 
shift some exposure from the 
UK to the US stock market, 
two trades executed in the 
index futures market could 
effect this change of strategy. 

A shift in exposure between 
different asset classes, such as 
bonds and equities, can also be 
executed in the futures market. 

As there has been a broad 
shift of focus away from stock 
picking in favour of asset 
allocation, the use of futures 
for this purpose caught a wave 
of interest among fund 
managers. 

Similarly, futures are often 
used for cash flow manage- 
ment . For example, a fund 
manager faced with a sudden 
inflow of funds may decide to 
buy index futures immediately, 
creating a breathing space 
before deciding on which 
stocks to buy. or looking for 
bargains. 

Another reason for the use of 
derivatives for asset allocation 
is that it is one of the most 
straightforward applications of 
derivatives' technology. 

The other most obvious use 
for derivatives is hedging 
exposure. If a fund manager 
buys equities in the cash 
market and sells the future, he 
is hedging against a fall in the 
stock market, (since the 
futures position will gam if the 
market falls). 

But. because the 
performance of a pension fund 
manager is often measured 
against other Funds, rather 
than against an index, a fund 
manager may be unwilling to 
pay for such “insurance", by 
buying options, or to forfeit 
some of Ids potential gains by 
taking a position in the futures 
market. This also explains 
the relatively small use of 


derivatives for “index- 
tracking", compared with 
other markets such as the US. 

According to Mr Trevor 
Robinson, director, derivatives, 
at Fidelity International, 
trustees are often convinced of 
the value of hedging, “but 
actuaries are not keen, because 
from an actuarial point of 
view, capital value is less 
important than dividend 
payments." 

Generally, futures are far 
more widely used than options, 
which are more complex 
derivative instruments. 
Futures are much easier to 
value, and therefore more 
straightforward to use. 

A futures contract obliges 
the bolder to buy or sell at a 
set price at a future date: an 
option gives the holder the 
right, but not the obligation, to 
buy or sell at a set price at a 
set date. 

Futures are of particular use 
In asset allocation, while 
options can be used for stock 
selection. 

Options are generally used to 
modify exposure, and their 
effect on portfolio performance 
is asymmetrical - for example, 
a fund manager can buy a put 
option on a stock to protect 
against potential losses in the 
stock, without losing any 
potential gains. Because of the 
asymmetrical movement of 
options, the price does not 
indicate how the option would 
react to changes in the 
underlying market 

Although some pension fund 
managers sell options against 
their stock portfolios, the use 
of options is still limited. 

Similarly, most fund 
managers prefer to deal on 
exchanges, rather than in the 
over-the-counter market, 
largely because of liquidity and 
credit risk. 


GLOBAL BONDS: Richard Waters checks asset allocations in the UK 


Still only negligible exposure 


BONDS may have provided the 
best overall investment returns 
in the UK since the beginning 
of the 1990s, but pension funds 
have maintained their almost 
negligible involvement in the 
fixed income markets. If this is 
the decade of bond, in the way 
that 1980s was the decade of 
the equity, then the asset allo- 
cation decisions of pension 
funds are proving slow to reg- 
ister the fact. 

In the past three years, the 
return from UK bonds aver- 
aged 15 per cent a year, com- 
pared with 10.1 on UK equities, 
according to Combined Actuar- 
ial Performance Services Lim- 
ited (Caps), the performance 
measurement company. That 
has reversed the pattern of the 
last decade, when returns on 
UK bonds, at an average of 12.6 
per cent a year, lagged the 18.8 
per cent return on UK equities. 

Yet the median UK pension 
fund has continued to main- 
tain only a negligible exposure 
to the bond market. From a 21 
per cent share 10 years ago. UK 
bonds accounted for only 
around 4 per cent of pension 
fund assets at the start or the 
decade, and over the past two 
years has leveDed out at three 
per cent. 

The growth of holdings of 
overseas bonds, particularly in 
1989/90, has helped to swell 
fixed income exposure to some 
9 per cent in all. according to 
Caps. With the UK debt repay- 
ments of the 1980s, and the 
consequent shrinking of the 
gilt market, pension funds had 
to look abroad to maintain 
their involvement in bond mar- 
kets. 

The relative outperformance 
of bonds and the starkly differ- 
ent picture presented by the 
UK's finances could be set to 
change this. “One thing that 
characterises pension fund 
investment is that things 
always happen with a time lag. 

I would expect a change in the 
percentage [of investment in 
UK bonds] by the end of the 
year." says Mr John Clamp, 
chief executive of Caps. 

One simple reason for buy- 
ing more bonds: because the 


Average asset distribution 


UK equities 

Overseas 

Overseas 

UK fixed 

Index-linked 

Cash 

Property 


% 

equities % 

bonds % 

% 

gilts % 

% 

V, 

1983 

49 

17 

0 

21 

2 

3 

8 

1984 

48 

19 

0 

20 

2 

4 

7 

1985 

53 

19 

0 

16 

2 

5 

5 

1986 

54 

21 

0 

15 

2 

4 

4 

1987 

55 

24 

0 

12 

2 

4 

3 

1988 

59 

17 

0 

12 

2 

7 

3 

1989 

57 

18 

1 

9 

2 

9 

4 

1990 

56 

25 

3 

4 

2 

7 

3 

1991 

57 

20 

S 

5 

2 

9 

2 

1992 (start) 

59 

21 

6 

3 

2 

4 

2 

1992 (end) 

60 

23 

6 

3 

3 

4 

1 

Source. OonbMSl Actuarul Performance SvntaK Uo ICasru 


UK government - and indeed 
many other governments - are 
going to have to sell more to 
finance their budget deficits. 
Pension funds may not be in 
the front rank of investors 
queueing up for giJt-edged 
stock, but if private investors, 
insurance companies and more 
fickle foreign investors cannot 
be persuaded to buy more than 
£3bn of gilts a month, then 
yields will have to rise to a 
level where other investors are 
drawn to the market. 


start of the decade, only mar- 
ginally lower than the return 
on equities. Since sterling left 
the ERM, the Bank of England 
has sold around £2.5bn of 
index-linked gilts, with pension 
funds apparently active buy- 
ers. 

Other factors also suggest a 
greater exposure to fixed 
income investments in the 
future. The reduction in 
advance corporation tax 
announced in this year's Bud- 
get will reduce the attraction 


The median UK pension fund has maintained only 
a negligible exposure to the bond market 


Pension funds' holdings of 
gilts fell during the 1980s as 
the UK government repaid part 
of the national debt. It seems 
logical to expect those holdings 
to rise again now that the gov- 
ernment is borrowing with a 
vengeance. 

Sucb a shift in investment 
approach will be dressed up in 
more sophisticated arguments 
than this, of course. Sterling's 
brief disinflationary sojourn in 
the European exchange rate 
mechanism may have come to 
an abrupt end last September, 
but the case for holding bonds 
rather than gilts remains a 
strong one. The real yield on 
10-year gilts is hovering 
around an unlikely 6 per cent, 
if inflation can be held down at 
current levels. And for inves- 
tors who fear the resurgence of 
inflation, index-linked gilts 
have offered an attractive 
return - 8.4 per cent since the 


of equity dividends to tax-ex- 
empt investors like pension 
funds, adding to the relative 
attraction of bonds. And hold- 
ings of bonds are widely expec- 
ted to rise as pension funds 
become more “mature" (that 
is, have a higher proportion of 
retired members, encouraging 
them to match their liabilities 
to these people by holding 
fixed income securities.) Such 
funds are increasingly turning 
to tailor-made benchmarks, 
which contain a higher propor- 
tion of bonds than the industry 
average, against which to mea- 
sure their performance. 

While a noticeable swing 
towards gilts has yet to be 
seen, the emergence of interna- 
tional bond investment has 
brought with it a greater use of 
specialist fund management 
arrangements. Some funds, 
rather than tailor a benchmark 
for their main balanced fund. 


have preferred to spin off sepa- 
rate fixed income portfolios. Of 
the £4bn of fixed income 
investments managed by Mer- 
cury Asset Management, 
£1.6bn takes the form of spe- 
cialist briefs from particular 
funds or investments tied to 
benchmarks with a higher- 
than-average bond weighting, 
said Mr Nigel Hurst-Brown, 
vice-chairman. 

The push into overseas 
bonds has been largely tactical 
in nature, rather than strate- 
gic: that is, fund managers in 
pursuit of higher returns have 
sought and been allowed lee- 
way to invest in overseas mar- 
kets. If the UK only accounts 
for 3 per cent of the global 
bond market, runs the argu- 
ment, then why limit yourself 
to such a small arena? 

Most fund managers also 
appear to have run such port- 
folios with unhedged currency 
exposures, counting on a con- 
tinuation in the long-run fall of 
sterling against most principal 
currencies. Beyond this, there 
appears to have been little 
strategic motivation for the 
move into international bonds. 

“Overseas bond investments 
[by pension funds] increased 
sharply in the late 1980s, but 
could decline just as quickly.” 
says one big UK pension fund 
manager. That could be espe- 
cially true if funds move back 
into gilts in any volume, a step 
that could be supported in the 
short-term by a simple switch 
from international to UK bonds 
without any change to overall 
investment parameters. 


Few signs of a return to favour 


Continued from page 5 


6.2 per cent, which may lead 
them to switch some of their 
holdings into higher yielding 
assets such as gilts and direct 
property. 

Another factor militating 
against property investment is 
that the proportion of property 
in some portfolios has shrunk 
to a point where it may be 
mare trouble than it is worth. 

Property’s underperformance 
during the 1980s, together with 
the funds’ ability to spread 
their investments into overseas 
equities after exchange con- 
trols were lifted in 1979, limited 
the role of property to institu- 
tions. The average weighting 


of property in pension funds 
valued between £100ra and 
£lbn fell From more than 13 per 
cent in 1980 to 4 per cent in 
1991. according to the WM com- 
pany. 

Property's role is particu- 
larly inconspicuous in smaller 
funds. Pension funds with 
under £i00m in management 
have less than 2 per cent of 
their assets in property, while 
funds of more than £lbn have 
a weighting or more than 10 
per cent. But even though 
small funds are put off by prop- 
erty's Illiquidity, management 
costs and the relatively large 
number o! properties needed to 
obtain sufficient diversifica- 
tion. their property fluids have 


outperformed their larger 
rivals, according to recent 
research by Gerald Eve. char- 
tered surveyor, and Investment 
Property Databank. 

The annualised mean total 
return of small Kinds. with less 
than £65m of property, was 
11.88 per cent and 10.4 per cent 
over five and 10 years respec- 
tively. For large funds, the 
return was 10.59 per cent and 
9.53 per cent respectively. 

The most likely reason for 
this is that large funds had a 
greater exposure to property 
development and avoided City 
offices because or their laree 
lot sues. They also benefited 
because their retail invest- 
ments were mainly in standard 


shops rather than shopping 
centres. "Any economies of 
scale which large funds pos- 
sess appear to be more than 
offset by the small funds' 
greater agility." said Mr Eve. 

The large variations in tbe 
performance of different funds 
underline the scope far buck- 
ing the trend by making 
shrewd purchases. 

The minority of funds that 
are buying commercial prop- 
erty may do well from invest- 
ing at a time of low expecta- 
tions and little competition- 
For the present, however, com- 
mercial property shows few 
signs of returning to favour. 


Vanessa Houlder 
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C USTODY. Norma Cohen r e views the moves to tighten control in the aftermath of the Maxwell scandal 

Reforms signal a more regulated approach 
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sure 


IT IS one of the quirks of the 
UK’s investment scene that the 
custody business is the one 
sector to escape unregulated 
All indications are that this 

anomaly is about to come to an 

The. death at sea of Robert 
Maxwell, chairman of Maxwell 
Communications Corporation, 
sparked an investigation which 
revealed that more than SAAOm 
was missing from pension 
. funds he controlled. 

In the aftermath of the Max- 
well scandal, a government 
appointed panel is considering 
a wide range of options about 
how best to reform rules for 
occupational pensions. Not 
least among these are some 
which relate to custodians. 

Meanwhile, the debate about 
custodial arrangements is 
occurring at a time when UK 
pension schemes are taking a 
much harder look at their own 
costs, including the costs of 
custody. A recent study from 
the National Association of 
Pension Funds hi g hli g ht ^ cus- 
tody as one of the services 
where there are substantial 
hidden costs to the client, a 
study from management con- 
sultants Booz Alien & Hamil- 
ton indicates that no more 
than SO to 60 per cent of custo- 
dians fees are derived from the 
formal charges levied on cli- 
ents with the remainder com- 
ing from stock lending of client 
portfolios, interest balances 


THE DEBATE on the Cadbury 
report on corporate governance 
has tended to focus primarily 
on the role. of directors. Yet 
institutional investors are 
required by Cadbury to play a 
key part in ensuring compa- 
nies' compliance with the Code 
of Practice that lies at the 
heart of the report. That role 
has been strongly supported by 
the Institutional Shareholders’ 
Committee, which represents 
the main groups of institu- 
tional Investors; arid most 
institutions have welcomed 
those aspects of the report that 
have already led to Increased 
disclosure and an improved 
framework of accountability in 
advance of the recommended 
deadline. 

The principle undertying the 
Cadbury committee’s recom- 
mendations for- shareholders is 


Mid foreign exchange activi- 
ties. 

Aided by the work of pen- 
sions consultants, some UK 
funds are taking an increas- 
ingly critical view of their own 
custodial arrangements, both 
from a cost perspective as well 
as safety and service. Some 
large in-house funds, such as 
ESN Pension Management, the 
scheme of the privatised elec- 
tricity companies, have 
embarked on a campaign to 
force fund managers to 
“unbundle" their custodial and 
fond manag ement services. 

This has struck a raw nerve 
in the fund management indus- 
try which is fighting hard 
ag a i ns t It. Mr Gordon Lindsey, 
m a naging director at Mercury 
Asset Management’s Custody 
and Investor Services Division, 
says that it cannot charge for 
the services separately. “If you 
wish to use a separate custo- 
dian, you may. But we will 
charge you the same fee,” he 
said. He argues that MAM 
would incur costs anyway in 
adjusting its data systems to 
communicate with other custo- 
dians. 

However, in the US, egged on 
by pensions consultants, pen- 
sion schemes have forced cus- 
todians to unbundle foes «Tid 
cut charges. One large state 
pension scheme has struck a 
deal with its custodian under 
which the custodial service is 
free as long as the custodian 


may earn a turn by lending the 
scheme's securities. If stock 
lending dries up, the scheme 
will have to pay $400,000 to 
$600,000 a year in custodial 
fees. 

But in the UK, the Immedi- 
ate headline issue in custody is 
that of safety. 

Using a series of transactions 
labelled by Mr Maxwell’s 
in-house and independent fond 
managers as “stock lending”, 
ownership of shares passed 
from the fund managers and 
custodians to other Maxwell- 
owned companies. Although 
the practice bore little resem- 
blance to formal stock lending 
in which securities never actu- 
ally change hands, the activi- 
ties have thrown open the 
whole question of how to 
ensure safe-keeping of assets. 

The government-appointed 
Goode Committee, named for 
its chairman, commercial law 
professor Roy Goode, is consid- 
ering whether, in the light of 
the Maxwell affair, pension 
schemes should be required to 
designate a custodian for its 
assets which is separate from 
the fond manager. The com- 
mercial significance of this 
question is not lost on either 
fond managers or custodians 
and the battle lines have been 
quickly drawn. 

On one side are the Forum 
for Independent Custodians, a 
group organised by Royal Bank 
of Scotland, the largest mete- 





Bobert Maxwafc Ms death sparked 
an Investigation 

pendent custodian for UK pen- 
sion funds. On the other side 
are the leading fund managers, 
all of whom operate their own 
separately capitalised custodial 
subsidiary. 

The National Association of 
Pension Funds has suggested a 
more modest measure which 
would require the use of an 


outside custodian for pension 
schemes which are managed 
in-house. That suggestion has 
upset the UK's largest banks 
which are both fond manager 
and custodian for their own 
pension schemes. 

The sums are not inconsider- 
able. More than two-thirds of 
the assets of Lloyds Asset Man- 
agement belong to its own pen- 
sion schemes and Barclays de 
Zoete Wedd manages more 
than £6bn of its pension 
scheme. 

Members of the Goode Com- 
mittee are circumspect about 
their likely recommendations 
on custody. However, it is 
believed unlikely that they will 
insist on outside custodial 
arrangements provided those 
of the fond manager are sepa- 
rately capitalised and properly 
managed and audited. 

Another issue yet unresolved 
Is whether Maxwell-type theft 
could be avoided if securities 
were required to be registered 
in the name of their actual 
owner. Mr Michael Robarts, of 
Fle ming Investment Manage- 
ment, argues that designation 
not only offers little protection 
to clients but will also slow 
down the settlement process, 
raising costs for everyone and 
increasing risks. “Chaos will 
ensue,” he promises. And 
because designation wil be 
under the control of custodi- 
ans, there is little to stop a 
larcenous outfit from simply 


John Plender looks at corporate governance after the Cadbury report 

Focus on investors’ behaviour 


that institutional investors col- 
lectively own a majority of 
. shares in listed companies and 
should therefore accept the 
responsibilities of ownership. 
In practical terms, that bolls 
down to: 

■ A regular dialogue with 
senior executives on strategy, 
performance, board member- 
ship and quality of manage- 
ment; 

■ Positive use of voting 
rights, unless there is good rea- 
son not to use them; and 

■ Taking a positive interest in 
the composition ' of' boards, to 


ensure proper checks and bal- 
ances, MTiJ the appointment of 
a core of independent non-exec- 
utive directors. 

Since the committee regards 
voting rights as an important 
asset, jmd a vital link in the 
chain of accountability from 
management to shareholders, 
it also recommends that insti- 
tutional investors should dis- 
close their policies on the use 
of voting rights. 

Much of this constitutes a 
definition of current best prac- 
tice. But the voting require- 
ment fans into a different cate- 


gory. A survey by the National 
Association of Pension Funds 
showed not so long ago that 
four out of five pension funds 
did not exercise their voting 
rights as a matter of course. 
And many fond managers have 
complained about the adminis- 
trative burden of additional 
paper work that the Cadbury 
injunction implies. 

Such complaints may well be 
misguided. For according to 
pensions specialist John Quar- 
rell at solicitors Nabarro 
Nathanson, pension fond trust- 
ees already have a legal obliga- 
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tion to exercise votes. Nor, it 
seems, can discretionary fund 
managers escape that responsi- 
bility. Customer service agree- 
ments under the Financial Ser- 
vices Act, says Mr Quarrell. 
create a relationship that is, in 
most cases, that of a quasi 
trustee or constructive profes- 
sional trustee. “In my view," 
he says, “investment managers 
with discretionary manage- 
ment must exercise voting 
duties and interest in the way 
the companies they invest in 
are managed.” 

This implies that Cadbury 
may he asking for no more 
than what is already required 
under trust law. But because 
the law takes materiality into 
account, discretionary fund 
managers can find themselves 
under a greater legal obliga- 
tion than in-house managers. 
This is because their fiduciary 
responsibilities are measured 
not by the percentage stake 
held by the individual client, 
but by the aggregate stake of 
all the clients in an individual 
company. 

A handful of investors, 
including a number of local 
authority pension funds, 
regard the exercise of all votes 
in relation to all their share- 
holding as an important matter 
of principle. Others, including 
some leading City fund man- 
agement groups, argue that an 
active approach to voting 
responsibilities is nonetheless 
compatible with a cut-off point 
At Fleming Investment Man- 
agement, for example, votes 
are exercised for companies 
capitalised at less than £lbn 
where Fleming holds 1 per cent 
or more of the capital; with 
capitalisations of more than 
Elbn, it votes on stakes of half 
a per cent or more. But an 
active stance is easier for 
those, like Fleming, that have 
a sizeable research department 
to carry out the analysis that 
is required for the responsible 
exercise of the vote. 

The practicalities of exercis- 
ing a vote where trustees dele- 
gate day-to-day investment 
decisions to an external fund 
manager, but retain control 
over voting, can be complex. If 
the shares are held in a pooled 
nominee account, instead of 
the fond’s own uama, the fund 
manager usually receives only 
one set of proxy material. 
Obtaining additional material 
can be a tortuous business, 


designating itself as the ulti- 
mate owner of share certifi- 
cates. 

Mr Robarts argues that 
instead of designating securi- 
ties In the name of clients, 
there should be tighter con- 
trols on custodians and strict 
limits on which trustees have 
the authority to give orders for 
transfers of securities to the 
custodians. 

The suggestion seems to he 
falling on fertile ground. 
Already, several accountancy 
firms have proposed model 
audits for pension fund custo- 
dians designed to help trustees 
feel assured that the securities 
they think they own are actu- 
ally there. Even without regu- 
lation, this procedure is 
increasingly likely to be built 
into a scheme's procedures. 

Meanwhile, some members 
of the pensions industry have 
suggested that the UK should 
adopt US-style Erisa legislation 
which requires custodians to 
refuse to carry out orders 
which they believe or suspect 
are improper. That view has 
been discussed with the City's 
chief watchdog, the Securities 
and Investments Board, which 
is said to favour it 

Overall, pension fund cus- 
tody, long a backwater of the 
industry, is receiving scrutiny 
the likes of which it has never 
felt before. It is inevitable that 
it will emerge in a different 
form. 


severely squeezing the time- 
table for the exercise of voting 
rights. The answer is to estab- 
lish a segregated account 

One of the less publicised 
reasons that so many external 
fund managers have preferred 
not to exercise their votes in 
the past is that they fear the 
consequences for their busi- 
ness of being seen to be active 
in disciplining company 
boards. 

While fund managers may 
formally he paid for their ser- 
vices by the pension fund, a 
majority of trustee boards are 
dominated by representatives 
of company management. It is 
assumed, probably rightly, that 
managers have little enthusi- 
asm for tougher accountability 
exercised by fund managers in 
the City. 

Over a long period, British 
institutional investors have 
played a part in securing 
changes in the boardroom, usu- 
ally through deliberations with 
the non-executive directors 
behind closed doors. Few of 
them are keen on those bits of 
the Cadbury report which 
argue for a more active use of 
the annual general meeting, 
for example, to question the 
chairman of the remuneration 
committee over directors’ pay. 

Nor would it be easy in 
Britain to conduct the aggres- 
sive lobbying and proxy battles 
that occur in the US. The 
threshold for proposing resolu- 
tions at AGMs is simply too 
high. Pensions & Investment 
Research Consultants (PIRC), 
which runs a corporate gover- 
nance and proxy voting service 
for UK pension funds with 
assets of £14bn, argued in its 
submission to Cadbury that 
the threshold for proposing a 
resolution at an AGM should 
be reduced and that timetables 
for meetings should be more 
accommodating, so that resolu- 
tions can be put and circu- 
lated. Cadbury took the point 
In Its final draft the committee 
suggested that a successor 
body should look into the 
issue. 

But there are signs that a 
more active approach by share- 
holders to corporate gover- 
nance issues is beginning to 
have an impact Anne Simp- 
son, joint manag in g director of 
PIRC. believes that the PIRC 
campaign against company 
articles of association that 
Insulate executive directors 
from the need for regular re- 
election played a part in deci- 
sions by British Petroleum, 
TSB and Commercial Union to 
amend their articles. One way 
or another, the Cadbury report 
has put its mark on institu- 
tional investment behaviour. 
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PENSION FUND INVESTMENT 8 


THE pension fund industry can 
be forgiven for its impression 
that a bout of schizophrenia 
has overtaken government pol- 
icy makers. 

For while proclaiming the 
government's desire to see 
individuals take greater 
responsibility for their own 
well-being in retirement, it has 
set in train tax increases which 
could well have the opposite 
effect. 

In casting about for ways to 
finance its burgeoning budget 
deficit, it is not surprising that 
the Treasury should have 
focused on the tax breaks for 
the pensions industry - a sum 
equal to £8bn a year by its own 
account. 

However, the Institute of Fis- 
cal Studies, in a report 
financed by the National Asso- 
ciation of Pension Funds, con- 
cluded that the tax breaks 
were worth a far more modest 
£lbn per year and these are 
relatively modest when com- 
pared against tax breaks 
offered in other countries. 

Whatever view the industry 
takes of its own tax advan- 
tages. Chancellor Norman 
Lamont’s programme, outlined 
in his budget address in 
March, have far-reaching impli- 
cations for pension fund 
finance. 

More worrying, perhaps, is 
whether they signal a new 
hard line in government think- 
ing on tax advantages for the 


TAXATION: Is there a new hard line in government thinking? asks Norma Cohen 


Budget was double blow for the industry 


pensions industry. 

The budget contained two 
pieces of ted news for the pen- 
sions industry. First, the pen- 
sions “cap” - the level of gross 
salary upon which final salary 
pension payments can be based 
and still attract tax relief - 
was frozen at £75,000 for the 
1993-94 fiscal year. 

Second, and more important, 
the Chancellor reduced to 20 
from 25 the rate of dividend tax 
which tax-exempt investors 
such as pension schemes can 
recl aim from the government. 
This move is expected to gain 
the government Elbn a year in 
tax revenues, largely at the 
expense of pension funds. 

“I think this is quite a clever 
move to reduce the tax breaks 
on pension schemes,” said Mr 
Trevor Crowter. partner at 
KPMG Actuarial Services. Mr 
Crowter notes that initially at 
least, there was barely a ripple 
of protest from either the pen- 
sion fund industry or scheme 
members. The effects of the 
changes are too complex to be 
quickly understood, a fact 
which allowed Mr Lamont to 
enact tax increases without 
losing political ground, he said. 


But the effects of the 
changes cannot be easily dis- 
missed. From April 6 this year, 
income derived on the portion 
of pension portfolios invested 
in UK equities wifi be cut by 
&A per cent. 

Because pension fund assets 
are valued not on the market 
price of underlying securities 
but on cash flow - known as 
the discounted cash flow 
method - the value of the 
assets pool will also have to be 
marked down. 

“Companies will have to put 
in higher contributions or cut 
benefits." said Mr Andrew Wil- 
son. research partner at con- 
sulting actuaries R Watson and 
Co. 

Mr Michael Pomery, partner 
at consulting actuaries Bacon 
and Woodrow, illustrates the 
effect of the change by citing 
the case of a client with a sur- 
plus 4 per cent above liabili- 
ties. 

The client he said, has been 
preparing to distribute that as 
a benefit enhancement to mem- 
bers. But the tax changes 
mean that to do so will leave 
the scheme slightly under- 
funded, a consideration which 


ACT changes: pensions may feet Ifee pinch 
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has forced the client to shelve engineering company, said the next actuarial valuation begins 

plans for additional benefits. tax change is likely to knock this month, thus hastening the 

Mr Duncan Roberts, pension £20m off the company’s pen- day when the company’s con- 

finance manager at T & N, the sion scheme surplus when the tributions holiday must expire. 


R Watson’s Mr Wilson notes 
that schemes hardest hit by 
the tax changes are those with 
large numbers of current or 
deferred pensioners, few con- 
tributing members, and an 
employer fallen on hard times 
who is relying on investment 
Income to meet liabilities. In 
effect the tax changes will hit 
hardest those schemes which 
can least afford to respond to 
them. 

"The Treasury has spent 
nearly 10 years attempting to 
cancel or restrict the so-called 
tax reliefs on pension 
schemes.” said Mr Robin Elli- 
son, partner at solicitors Elli- 
son Wes thorp and a specialist 
in pensions law. Mr Ellison 
points out that the perceived 
tax breaks - most notably tax- 
free contributions and tax-free 
roll-up of capital gains and 
income - is actually a cash 
flow benefit Eventually, mem- 
bers pay tax on both when 
they receive their benefits, 
albeit possibly at a lower mar- 
ginal rate than they would 
have paid if tax had been 
assessed while they were 
employed. 

Pensions experts say it is 


highly unlikely that the gov- 
ernment will release an 
onslaught of new taxes for 
schemes. 

The department of social 
security, studying how best to 
restructure the state's own 
basic pension, can ill afford to 
undermine occupational 
schemes which have largely 
been responsible for improving 
living standards for Britain's 
elderly over the past 15 years. 

However, the treasury is said 
to be eyeing several changes, 
including the abolition of the 
tax-free lump sum available to 
scheme members upon retire- R 
ment The Institute for Fiscal v 
Studies has estimated this 
could save treasury £3bn per 
year. 

Meanwhile, the pensions 
industry is hoping for tax 
“simplification’' from the 
Goode Committee, the gov- 
ernment’s own advisory panel 
on occupational pension 
reform. Mr Kevin Spring, 
partner at consulting actuaries 
Wyatt Company, cites the 
anomaly of the simultaneous 
limit on the percentage or 
gross salary which employees 
can put into a pension scheme 
tax-free and the percentage 'of 
final salary which can be 
represented by pension 
payments. 

“Either you tax it when it 
goes in or you tax it when it 
goes out That should be the • 
principle," he said. 



A YEAR ago it seemed that the 
consensus among British pen- 
sion fund managers in respect 
of their investment strategy 
was threatened by the UK’s 
membership of the European 
exchange rate mechanism. 

Typical exposure to equities 
had topped 80 per cent of port- 
folios, with nearly 60 points of 
that in the UK stock market. It 
was a strategy well justified by 
Investment experiences in the 
1980s but pension funds 
appeared badly positioned for 
the 1990s if that meant an 
ERM-type environment of high 
exchange rates and low infla- 
tion. In those conditions fixed 
interest securities might do 
just as well as equities, and be 
less risky. 

In the event the UK was 
forced out of the ERM and the 
pension funds’ gamble paid off. 
The UK is back in an environ- 
ment of a fluctuating (and gen- 
erally declining) currency and 
inflation which appears to be 
stuck for the time being at 3‘A 
to 4 per cent on an underlying 
basis and may, quite a few 
economists believe, drift up to 


Barry Riley discusses investment strategy in the past seven months since Black Wednesday 


ERM gamble pays dividends for funds 


5 per cent or more in the 
medium term if the economic 
recovery is at all vigorous. 
Pension fund strategy has not 
changed at alL 

Certainly, pension fund port- 
folio managers do not appear 
to be taking at all seriously the 
pledge of the chancellor, Mr 
Norman Lamont, to bring 
underlying inflation down 
within a range of l to 2% per 
cent by the end of the present 
parliament - say, by late 1996. 

Yet pension Funds that 
shifted their investment strate- 
gies in favour of bonds a year 
ago would not have done at all 
badly. In the year to the end of 
April the total return on the 
FT-Actuaries All-Share Index 
was about 12 per cent, while 
the corresponding return on 
long-dated UK government 
securities was more like 15 per 


cent The returns on Japanese. 
US, German or French govern- 
ment bonds were much higher, 
expressed in terms of sterling. 

Conventional wisdom at 
present is that only equities 
offer an appropriate match for 
the liabilities of pension 
schemes with benefits linked 
to final salaries, and with at 
least a degree of inflation- 
proofing l thro ugh limited price 
indexation of up to 5 per cent, 
soon to be compulsorily 
applied to pensions in payment 
as well as to deferred pen- 
sions). The underlying assump- 
tion here is that in the long 
run dividends will grow in line 
with nominal national income. 

Until the 1950s. however, the 
view was quite different. Bonds 
were safe, and equities were 
unacceptably risky. This con- 
ventional wisdom was over- 


turned because inflation 
became a persistent problem 
and once pensions became 
linked to final salaries the mis- 
match was apparent. 

It is important to realise, 
however, that the change in 


bonds had to rise to some- 
where in line with the positive 
levels offered by other leading 
countries. Indeed. in the 1980s 
the annual return on gilts was 
14.7 per cent compared with 
inflation of just per cent 


The UK is back in an environment of a fluctuating 
(and generally declining) currency 


attitudes in the 1960s was 
related to a particular problem 
of negative real interest rates 
that reached its most acute 
phase in the 1970s. During that 
decade the average annual rate 
of return on gilt-edged was 8.1 
per cent while inflation aver- 
aged 13 per cent 
Once exchange controls on 
portfolio investment were 
removed late in 1979, however, 
the real returns on sterling 


Admittedly equities performed 
better still during this period. 

IT pension frind trustees can 
rely on consistently positive 
real returns on bonds theu 
their strategic dependence on 
equities can be reduced. After 
all. there are also risks in equi- 
ties - for instance, that divi- 
dend growth may be very low 
over the next few years, 
because payouts have grown 
too large, and also that tax pol- 


icies may be further tightened 
so as to discriminate against 
dividends, as has already hap- 
pened in the latest Budget 

However, pension scheme 
trustees and their fund mana- 
ge reoften perceive risk in dif- 
ferent terms to the risks of par- 
ticular investments. They are 
aware of their own personal 
and business risks. The low 
risk position is to do what 
other similar funds are doing, 
and if this turns out to be 
wrong it will be a mistake 
emulated by many others. In 
these terms, a risk shared is a 
risk largely evaded. But for the 
sponsoring company and the 
beneficiaries, of course, the 
risk is not reduced at all. 

The question therefore is 
how shifts in strategy can be 
achieved in a smooth and 
orderly way. rather than in 


response to some investment 
disaster which would make 
change an imperative. 

The best solution is probably 
presented by the growing 
maturity of many pension 
schemes - that is, they have 
fewer young contributing 
members and more and more 
older and retired members. 
This opens the possibiUty of a 
natural shift to a less risky and 
shorter-term investment strat- 
egy, matching the change in 
the liability profile. 

However, the actuarial sci- 
ence of asset-liability model- 
ling is still flawed, and views 
on the appropriateness of 
matching investments is sub- 
ject to fashions and distortions. 

For trustees it is a challeng- 
ing time. They are justifiably 
more comfortable with the 
league table approach to per- 


formance measurement, la 
which the comparison is with 
comparable peer funds, than 
with individual benchmarks 
which may seem of limited rel- 
evance, and may make compar- 
isons diffic ult 

The underlying fear Is that 
the actuaries and fond manag- 
ers will hide their poor perfor- 
mance behind a smokescreen 
of mumbo jumbo which ama- 
teur trustees cannot penetrate. 

The story is told of the trust- a 
ees who were discussing with 
their fund manager a change 
to an index-related benchmark 
rather than a median fund-re- 
lated target. The investment 
manager wished to make his 
position quite clear. “We are 
quite happy to accept the 
change, but it will, of course, 
mean that you will no longer 
be able to compare us with the 
median fund,” he declared. 

From somewhere at the far 
end of the room the low voice 
of one of the trustees could 
clearly be heard. “You see," he 
muttered to his neighbour, 
Tbuggers are making excuses 
already." 
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President sets out 
his goals: interview 
on page three 


FINANCIAL TIMES SURVEY 


SECTION IV 


SWITZERLAND 


Role recovered as a 
financial safe haven: 
see page three 


Rejection of European Econom ic Area 
membership has provided the 


Thursday May 6 1993 


government with an opportunity to 
shake the Swiss out of their 


complacen cy. A range of liberalisation 
M measures is now being introduced, 
reports Ian Rodger ' 
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YEAR ago. the Euro- 
pean Community . was 
i forging ahead confi- 
dently to a united future, while 
the doggedly neutral Swiss 
were agonising over whether 
or not to participate in the pro- 
cess of European integration. 

Today, it is the EC that is in 
a dither over its future, while 
Switzerland, having mad* its 
fateful decision not to board 
the Eurotrain, at least for the 
time being, is moving phepd 
purposefully to create a more 
liberal, competitive society on 
its own. 

“We have to he economically 
at least as liberal as the EC," 
says Mr Adolf Ogi, transport 
minister and this year’s presi- 
dent of the con federation, (see 
page three of this survey: inter- 
view with Mr Ogi). 

The president and the gov- 
ernment as a whole regre t that 
a majority of the Swiss people 
voted in an historic- referen- 
dum last December against . 
joining the European Eco- 
nomic Area (EEA), the 
enlarged free trade. area being, 
created between the EC and 
the member-countries of the 
Euro pean Free Trade Associa- 
tion (EFT A). V 

And they aiie at pains to 
point put that Switzerland does 
not seek to isolate itself from 
Europe or the ’world. After all, 
the Swiss voted last year at 
long last in favour of joining 
the International Monetary 
Fund and the World R ank. 


They also endorsed a treaty 
with the EC that commits 
Switzerland to drilling two 
new rail tunnels through the 
Alps at a prodigious cost of 
more than SFrtObn. 

Moreover, as the recent row 
oyer exports of Pilatus trainer 
aircraft to South Africa 
showed, there is a new sensi- 
tivity to international opinion 
in this formerly aloof country. 
The government is even 
reviewing its long cherished 
neutrality policy, conscious 
that it must do its share in 
multilateral efforts to build 
and protect the post cold war 
order. 

The g o vernment is now try- 
ing to turn the EEA rejection 
into an opportunity. Mr Ogi 
hopes the vote was the shock 
that was needed to shake the 
Swiss out of their arrogance 
and complacency - “we were a 
hit spoiled,” he says. 

Bern is pressing ahead with 
economic liberalisation mea- 
sures that would have been 
impossible to implement even 
ayearago. 

Fran last week, for example, 
the immigration door, hitherto 
nearly' dosed, is wide open to 
highly qualified citizens of 
other . European countries, the 
idea being to help Swiss-based 
companies compete every- 
where for the best talent 

Further measures to bust the 
country's notorious cartels, 
open public procurement and 
remove a number of sly non- 
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is hard to shake-off; key 
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□ Tourism: change in 
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Hire to growing optimism in Zfrich, above, the co mmerc ia l and banking capital of Switzerland - see also page 3: Dtffletit problem! are being resolved 


tariff barriers are due to be 
implemented later this year. 
And another attempt will be 
made to introduce a value 
added tax. 

Regeneration and liberalisa- 
tion are also the thnnvft of the 
day in Swiss industry, which 
has had its own struggles with 
complacency in recent years. 

The important watch indus- 
try is the moat famous case, 
fully recovered from the com- 
petitive challenge from Japan 
in the late 1970s and once 
again leading its field with 
innovative products and pro- 
cesses. 

In the heavy engineering sec- 
tor, several venerable and 
world fawmus companies, such 
as Brown Boveri. Sulzer 


Brothers, Oerilkon-BOhrle and 
Alusuisse, have shaken off 
rigid old habits and become 
vigorous again. 

The co untr y 's finanrifli sec- 
tor, which grew so Eat and rich 
during the witwnatinnal finan- 
cial turmoil erf the late 1960s 
and 1970s that it largely missed 
the competitive challenges of 
the 1980s, is undergoing a long 
overdue shake-up. 

In the past two years, some 
60 banks have been taken over 
or dosed, lnri»Hftig two of the 
largest. Bank Leu and Swiss 
Volks bank. Outmoded laws 
and regulations are being 
revised to make Swiss finan- 
cial markets competitive with 
those elsewhere. 

All thin does not nwum that 


Switzerland is about to experi- 
ence a great economic boom. In 
or outside the EEA, its econ- 
omy is still heavily dependent 
on trade with neighbouring 
European countries, especially 
lacklustre Germany. 


T HE latest forecasts indi- 
cate that the economy 
will suffer a third year of 
modest decline in GDP this 
year with only very gradual 
recovery in 1994. 

Unemployment, hitherto 
unknown to the Swiss, has 
become a serious problem as 
companies have shed their 
inhibitions about redundancies 
and immigrant workers no lon- 
ger return to their countries 
when they lose their jobs. 


Government deficits, bloated 
by the recession-driven rise in 
welfare payments, are expected 
to reach a combined SFrlObn 
or about 3 per cent of GDP this 
year, still modest by interna- 
tional standards, but ghnrfring 
to the thrifty Swiss. 

It is still too early to tell 
what will be the economic 
impact of the country’s deci- 
sion not to join the EEA. For 
on e thing , the EEA treaty Has 
not yet come into effect, and 
probably will not do so until 
next year because of wrangles 
over writing Switzerland out of 
it. 

There have been sporadic 
reports of Swiss exporters fac- 
ing increased red tape at EC 
borders and of local companies 


shifting new investments out- 
side Switzerland. But in the 
current slump, no one expected 
investment to be buoyant 

In the immediate aftermath 
of the vote, Swiss researchers 
were struck-off EC project com- 
mittees, but the government is 
mnfiripttf that these 
will gradually be rolled back as 
the committees contemplate 
the size of Swiss RnanHal con- 
tributions to their budgets. 

The government's biggest 
anxiety is over civil aviation 
and, in particular, access for 
Swissair to the about to be 
opened EC skies. This, of 
course, is as much a political 
as an economic issue. 

Swiss negotiators were care- 
ful to include aviation in the 


treaty agreed last year with 
the EC settling the painfiil 
problem of lorry transit 
through the Alps. 

The idea was that Switzer- 
land would finance and build 
two new high speed rail tun- 
nels through the Alps and the 
EC, in return, would agree to 
negotiate a bilateral air traffic 
agreement with Switzerland in 
the event that the country did 
not join the EEA. 

Bon has lost no time in call- 
ing on the EC to honour its 
commitment, but the EC seems 
in no hurry. There have been 
suggestions that the negotia- 
tion could proceed more 
quickly if the Swiss were to 
give ground on other matters. 

Spain, for example, Is 
unhappy about Swiss restric- 
tions on imports of garden veg- 
etables, especially tomatoes. It 
iS algft angry that the fingnrial 
aid coming from the EFTA 
countries as their EEA joining 
fee will now be significantly 
smaller because Switzerland is 
not among them. It probably 
matters that the EC commis- 
sioner for transport is Mr Abel 
Matutes, a Spaniard. 

The Swiss fear that other EC 
countries will notice that this 
is perhaps an opportune time 
to raise any old scores they 
have to settle with the country. 
Hie EEA vote has had a psy- 
chological impact on the Swiss. 


Continued on next page 
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■ POLITICAL SCENE 

Signs of strain 
more evident 


P OLITICAL ure in Swit- 
zerland is normally 
active, but tranquil. 

With their cherished system 
of direct democracy, the Swiss 
are almost always about to 
vote on something at either 
local, cantonal or national 
level But the issues involved 
are usually quite homely - on 
zoning bylaws or the need for a 
new school. 

Meanwhile, debates on issues 
of national importance tend to 
be muted by the existence of a 
broad and loose coalition gov- 
ernment composed of all four 
main political parties. The role 
of the opposition is left largely 
to the people themselves in the 
plebiscites. The Swiss believe 
that this system ensures that 
the country’s minorities, both 
linguistic and religious, are all 
included in the process and 
therefore do not become alien- 
ated. 

And, as many Swiss will tell 
you, everyone in the country 
belongs to a minority. Even 
the massive majority of Ger- 
man Swiss think of themselves 
as a minority within the Ger- 
man culture. Indeed, their 
fears of being swamped by 
other Germans was probably 
the main reason a majority of 
them voted last December 
against joining the European 
Economic Area (EEA). 

However, in the past few 
years, this subtle political sys- 
tem has come under increasing 
stress. The country has come 
up against issues, such as the 
environment and the need for 
an army, that have divided 
political parties and groups of 
citizens in unexpected ways, 
leaving the government uncer- 
tain about how to act 
In the past few months, 
these strains have become 
more pronounced. The results 
or the EEA referendum showed 
splits not only between French 
and German speaking Swiss, as 
was expected, but also between 
the young and the old and 
between town and country. 
Moreover, the Italian Swiss, 
who side with the Romands on 
most Issues, went with the 
Germans on this one, appar- 
ently reflecting their nervous- 


ness about getting too close to 
Italy. 

The government remains 
committed to European Inte- 
gration but cannot push too 
hard for fear of aggravating 
these divisions. Then in Janu- 
ary when Mr Rene Feiber, the 
social democratic foreign min- 
ister, decided to resign for 
health reasons, the system was 
suddenly rocked by a surge of 
feminist power. 

The Social Democratic Party, 
which had the right to name a 
replacement for Mr Feiber in 
the seven-seat cabinet, sensed 
the mood and selected a 
woman, Ms Christiana Brun- 
ner, from among their 

ranks. 

The stolid men of the centre 
and right wing parties did not, 
however, appreciate the idea of 
having a woman in the cabi- 
net, and they attempted rather 
crudely to discredit her, partly 
because of her unorthodox 
dress and life-style, but mainly 
because she was on record as 
supporting the idea of abolish- 
ing the Swiss army. Their tac- 
tics provoked thousands of 
women of all political stripes 
anti linguistic backgrounds to 
take to the streets, and eventu- 
ally they agreed to the election 
of another woman, Ms Ruth 
Dreifuss, to the cabinet. 

The strength of the woman- 
power phenomenon has been 
shown in recent cantonal elec- 
tions, too. In Neuchdtel a few 
weeks ago. the number of 
women holding seats in the 115 
seat assembly doubled from 15 
to 31. Similar Increases were 
seen in elections in Aargau 
and Solothura. 

No one expects the feminist 
power phenomenon to go 
away, but it remains to be seen 
what, if any, impact it and 
other new issues will have on 
the political structure. One 
thing thoug h is clear. Nothing 
will happen impulsively - “I 
think we're clever enough not 
to change our system unless 
we can find a better way.” says 
Mr Adolf Ogi, the transport 
minister and this year's presi- 
dent 

lan Rodger 


T HE unexpectedly persis- 
tent recession that has 
gripped Switzerland 
since mid-1991 Is proving diffi- 
cult to escape from as busi- 
nesses come to terms with a 
future outside the European 
Economic Area, and consum- 
ers adapt to two more years of 
decline in real disposable 
Income - under the shadow of 
the country's highest unem- 
ployment in 50 years. 

If unemployment figures 
were a barometer of real eco- 
nomic performance, then the 
present jobless rate of 49 per 
cent and rising would indicate 
the most serious economic con- 
ditions since the 1930s. How- 
ever. while even official 
sources no longer rule out the 
possibility of the number of 
unemployed increasing from 
the present 150,000 to 200,000 
within the next year, the turn- 
ing point in the economic cycle 
is no longer for away. 

In tbe two previous reces- 
sions, in 1974 and 1982, the 
Swiss government was able to 
“export" Its unemployment 
problem, but improved resi- 
dence rights For foreign work- 
ers preclude this course of 
action. The job market has also 
contracted because of struc- 
tural re-adjustments in the 
domestic economy and the 
hangover effects of four years 
of strict monetary policy. 

The Swiss National Bank’s 
strong medicine has worked, 
but at some cost. Inflation, 
which reached a high of 06 per 
cent in the summer of 1991, is 
hovering at lust over 3 per 
cent, although the reserve 
bank's year-end target of &5 
per cent is unlikely to be met 

O NE of the most serious 
concerns on the domes- 
tic front is the con- 
struction industry. Some esti- 
mates suggest that in order to 
use tbe over-capacity in com- 
mercial and industrial prop- 
erty. another 70,00090,000 Jobs 
would have to be created 
between now and the end of 
the decade. Office rents in the 
commercial capital Zorich, are 
now less than half those of the 
mid-1980s for new tenants. 

According to Mr Hans Kauf- 
mann, chief economist of Bank 
Julius Baer, in Zurich, orders 
in the construction industry 
are down 26 per cent in nomi- 
nal terms. The situation has 
reached the critical point 
where capacity might have to 
be sharply reduced - “if orders 
do not pick up this year, the 
construction sector will have 
to shed another 15,000-20,000 
jobs," he says. 

A government attempt to 
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Recovery expected by end of the year, says John McKay 

Recession proves 
hard to shake off 


stimulate construction by 
offering 15 per cent subsidies 
for public works projects in the 
23 cantons, or mini-states - 
s imilar to a programme which 
largely succeeded in thfe 1980s 
- is expected to have negligible 
effect this time. In theory, it 
could have led to additional 
spending of SFrl$m (£710m), 
or 3 per cent of tbe total out- 
lays in a sector which accounts 
for 17 per cent of GDP. 

However, the cantons and 
municipalities have been slow 
to make use of this money, the 
main reason being the soaring; 
overall public deficit of 
between SFrlObn-Sfrjlbn. 
Some SFr3bn is being carried 
by the federal government and 
the further SFrtbn-SBTSbn by 
the wn^tpp a and local COUUCflS 
combined. In the early 1980s 
they were in surplus. 

The construction sector is 
one of the worst examples of 
Switzerland's cartel-riven and 
unbalanced internal market. A 
recent study estimates that tbe 
public sector pays SFr7tm- 
SFr8bn a year more for con- 
struction projects than if a free 
market were in operation. If 
the federal government or tbe 
cantonal authorities wanted to 
c ons truct a building in ZQrich, 
only Ztirich- based companies 
could legally submit tenders. 

Analysts at the country’s 
leading banks forecast a fur- 
ther decline in GDP in 1993 of 
between 0.3 per cent and 0.7 
per cent, after a fell of 0.6 per 
cent last year. But they are 
unanimous that recovery will 
be well under way by the turn 
of the year. Growth forecasts 
for 1994 are between 1-L5 per 
cent 

Meanwhile, 1995 is seen as 
the year of the return of Swit- 
zerland's traditional annual 
growth levels of 2 per cent or 
more. Optimism is geared to 
the go-ahead then of large pub- 
lic works; a SFr30bn-SFr40bn 
alpine tunnels project is to be 
completed over 10 years, four 
gaps in the motorway network 
are to be filled, and work will 
restart on the SFrSbn Railway 
2000 project, only 10 per cent of 
which has been completed 

In the short-term, weak con- 
sumer spending will continue 
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to be a drag on the recovery. 
Private consumption is expec- 
ted to decline by 0.5 per cent 
after last year's fell of 0.3 per 
cent, in the fece of job uncer- 
tainty, aryothw fall in real 
wages, and increases in petrol 
tax and unemployment insur- 
ance contributions. 

Mr Manfred Gutmantt, chief 
economist of the Union Bank 
of Switzerland, said the bank- 
ing and insurance sectors 
would expect to shed more jobs 
this year. Some analysts expect 
the job-cuts to be as high as 
2,500 to 3,000 - “banks and 
insurance com panies are no 
longer able to absorb as before 
people hud off from the indus- 
trial sector as job creation in 
services has peaked" 

He expects unemployment to 
average about 4 per cent for 
the next three or four years - a 
new situation for a country 
accustomed for decades to near 
full employment 
There appears still to be 
scope for a further loosening of 
monetary policy. Mr Georg 


Rich, the reserve .bank’s chief - 
economist said he could see 
interest rates declining further ' 
this year, but was cautious on 
the recovery - “I think things 
will improve in the second 
half, bat any bnprovement will 
be modest In my view it has to 
come from the domestic side 
because I think the external 
side still looks relatively grim.” 

While Swiss exports were the 
main support of the. economy 
in 1992, growing 5 JS per cent in 
real terms, they are expected 
to be flat this year. Exporters 
are suffering from the slow- 
down in the EC, particularly in 
Germany. Given weaker EC 
Investment riwnanii J a fall-off 
in exports will be felt most in 
the industrial machinery sec- 
tor. 

The negative effects of Swit- 
zerland's no-vote in the EEA 
referendum will take some 
time to gauge. However, there 
is a feeling in Bern that the 
government’s traditional per- 
ception of itself as a SonderfaU 
(special case) in the interna- 
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tlonal arena will guide - it 
through any difficulties with 
the Brussels, hierarchy, .-to 
whom it haaalways had privi- 
leged access. 

Mr Pierre-Louls Girard, the 
country's senior negotiator in 
the Uruguajy Round of the <3att 
world trade talks, said both the 
EC arid Switzerland could 
recoup what/they aimed to do 
in the. EEA - “a successful 
Uruguay . Round would in feet 
solve tbe problems we would 
be feced with in the absence of 
a bilateral agreement in the 
sense (rf- the EEA, or hi the 
fi e l d of public procurement-" 

Mr Girard «iiH non-member- 
ship of the EEA was as likely 
to cost Switzerland in growth 
terms no more than would an 
appreciation of the Swiss franc 
at any given time. . 

Throughout the EC big Swiss 


companies are in entrenched j 
positions which may not be : 

oavily iti gmantiad. ...... 

r : be have 8 per cent of our 
-overall trade with Baden-WOrt- 
- temberg, one German state. 
Tbere-is crossherder co-opera- 
7 tiob, the" same modality, the 
same structures, the same eco- 
nomic conditions," says Mr § 
Girard. , -. ■ - 

_. in the meantime, Swiss cor- 
porate earnings growth is 
expected to pursue its upward 
trend. Faffing interest rates are 
also likely to stimulate the 
Swiss stock market, as more 
attractive instruments are 
sought in which to reinvest 
some of the estimated 
SFrtOQbn in short-term Invest- 
ments. The Swiss franc, which 
weakened m the first quarter, 
is expected to strengthen later 
in the year. 
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T HE DENUNCIATION of 
Switzerland last aut umn 
by the Organisation for 
Economic Co-operation and 
Development (OECD) for con- 
doning cartels came as little 
surprise to those familiar with 
the country. 

Prices for many goods and 
services are outrageously high 
compared with those in neigh- 
bouring countries, and for no 
apparent reason. 

According to the OECD's 
study, the average prices of 
goods and services for private 
consumption in Switzerland 
are 40 per cent higher than in 
the average to the 24 OECD 
countries on a purchasing 
power parity basis. Prices of 
goods and services for capital 
investment are 30 per cent 
higher. 

Tbe main reason for these 
disparities is that Swiss mar- 
kets are riddled with anti-com- 
petitive practices. The OECD 
found that price fixing or mar- 
ket sharing agreements existed 
in no less than 90 per cent of 72 
industrial activities in the 
country. 

If this state of affairs seems 
difficult to square with tbe feet 
that Switzerland is a very open 
trading nation (except in agri- 
culture). the answer seems to 
be that many importers are 
only too happy to join Swiss 
cartels, either directly or 
through their Local distribu- 
tors. 

Swiss leaders have long 
recognised that their tolerance 
of cartels will have to come to 
an end. The problem is mobili- 
sing political support to revise 
laws and regulations affecting 
competition. 

Swiss law does not expressly 
prohibit cartels. Rather, a 
plaintiff must prove that the 
effects of a cartel are. on bal- 
ance, economically ha rmful, in 
order to win a legal case. In 
most cases, especially in pros- 
perous Switzerland, that is dif- 
ficult to do. 

There have been several 
cases in recent years - notably 
in the banking, insurance wwri 
cement sectors - where long 
and costly investigations have 
led to indecisive results. 


□ Continued from page one: 

Hitherto aloof and confident, 
they are showing signs of isola- 
tion. 

In the past, tbe .many Euro- 
peans who married with Swiss 
were always eager to get a 
Swiss passport. Now the 
reverse is happening. One 
hears several reports of the 
Swiss in these partnerships 
hastily filing for EC passports. 

Switzerland's multicultural 
society continues to show 
other strains. 

The recent angry demonstra- 
tions by women all over the 


■ COMPETITION POLICY 


Cartels under 


The latest drive for reform 
began in 1991 when the federal 
cabinet, to anticipation of the 
country moving towards Inte- 
gration with 'the European 
Community, adopted a new 
competition policy. Its thrust 
was that Switzerland could not 
hope to oompete'to world mar- 
kets in the future without hav- 
ing competitive markets at 
home. 

The government’s tome then 
was that the country would 
join the European Economic 
Area (EEA), the expanded free 
trade area linking the seven 
countries of the E uropea n Free 
Trade Association (BETA) with 
the EC. Then U would have to 
take on EC competition law, 
and the problem- would solve 
itself. 

In the event, a majority of 
Swiss voted against joining the 
EEA last December 6, and so 
the government had to take 
matters into its own hands. 

A commission of experts 
was set up in December, 
and it has already sub- 
mitted a draft reform for com- 
ments from various interested 
parties. A final draft is expec- 
ted by the end of June and 
then It will enter the complex 
Swiss legislative process. 

The OECD called for a funda- 
mentally revised competition 
law in which “tbe protection of 
the competition process per se 
should be established as . as an 
overriding objective.” 

But that is not going to hap- 
pen. According to officials in 
Bern, the thrust of the reform 
wifi, be to outlaw specific anti- 
competitive practices, such as 
output quotas, territorial divi- 
sions, boycotts, price mainte- 
nance schemes and price fix- 
ing. 

A further amendment would 
subject all competition cases to 
administrative law. At the 
moment, some are handled 


under civil law, which results 
to long drawn-out cases. 

The reason for taking this 
more specific route is that a 
change of general principle 
would involve a change to the 
Swiss constitution, and thus 
require a referendum. This 
would take a long time and 
might end. up being vetoed by 
voters. 

In any event, the result of 
the planned reform will be 
hugely the same. One of Its 
main positive effects, accord- 
ing to Mr Andreas Limburg, 
who has just completed his 
doctorate on the subject, would 
be to simplify the investigation 
and enforcement processes. 

Thus, it would answer 
another OECD criticism that 
the Cartel Commission does 
not have adequate resources to 
do its job. to the future, the 
commission will not have to 
determine whether or not a 
particular practice is socially 
harmful If there is proof of 
price fixing, for example, that 
will be- sufficient for it to take 
action. 

The official objective is to 
pass legislation by year-end, 
but that looks ambitious. 
Opposition, which was muted 
during the run-up to tbe EEA 
vote, has now sarfaced within 
the business establishment, 
and officials recall Hut the last 
attempt to reform cartel law 
began to the early 1970s and 
finally resulted to a new law 
only to 1985. 

The most controversial area 
is probably merger control. At 
the moment, companies are 
not obliged to notify anyone of 
their intention to merge. The 
Cartel Commission has the 
right to investigate mergers 
and can make recommenda- 
tions on the merged company's 
future behaviour but cannot 
recommend or order divesti- 
ture. 

Tbe argument against estab- 


New social 

country at the mistreatment of 
a woman candidate for a 
vacant Cabinet position inct- 
dates a new impatience with 
male domination to their soci- 
ety. 

Next month’s plebiscites on 
the future of the army could 
also unveil deep divisions over 
an institution that has been 
(me of the few unifying forces 
to this diverse country. And 
the country's leaders remain 
unable to resolve their outsize 


pressures 

drug problem 

People were horrified to 
learn the other day of a 12- 
year-old girl in Zurich who had 
tamed to prostitution to pay 
for her haoin addiction. 

- But even this harrowing 
problem should be kept to con- 
text Switzerland remains sur- 
prisingly civilised, as I discov- 
ered anew one afternoon a few 
weeks ago when my bicyde 
was stolen from a downtown 
Zurich pavement 


attack 


Rilifng a domestic merger con- 
trol system is that the coun- 
try's market is too small to be 
significant Also, in the cases 
of very large company merg- 
ers, the companies involved 
will almost certainly have a 
sufficiently large presence to 
the EC that they will have to 
go through EC clearance proce- 
dures. 

This was the case, for exam- 
ple, for Credit Suisse's recent 
SFrl.Sbn takeover of Swiss 
Volksbank and last year's take- 
over by Swiss Reinsurance of 
EMa. 

Apart from revisions to the 
cartel law, several other 
actions to promote freer com- 
petition are to the works,' such, 
as libe ralising the labour mar- 
ket, providing for mutual rec-< 
ognition of qualifications and 
eliminating various non-tariff 
barriers. 

Switzerland has an extraordi- 
nary array of NTBs, from spe- 
cial dimensions for refrigera- 
tors to unique anti-pollution 
specifications for cars.- Yoghurt 
cannot be called ' yoghurt 
unless it is packaged in 180 
gram, 2 50 gra m, 500' gram or 
one kilogram co n t aine rs. 

"Any stogie item is not that 
important, but if we change a 
lot of things with a view to 
facilitating market access, we 
can have an effect,” says Mr 
Peter Saurar, head of the gov- 
ernment’s general economic 
policy office. 

Recently, the association of 
cantonal governments agreed, 
to principle to opening up their-; 
SFr30bn annual public procure- " 
ment market. Most cantons 
now have regulations stipula- 
ting that only local wwipniwi 
need tender, but they now real- 
ise they could save a lot of 
money by opening up to bid- 
ders from other cantons and 
even from abroad. 
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Ian Rodger 


A few minutes after discover- 
ing the theft, I spotted a 
scruffy young man w alking the 
bicycle along the street and 
confronted. him. He was Imme- 
diately defensive and claimed 
to have just bought it to "Hero- 
in-gasse," tbe drug addicts' 
black market, for SFrtO. 

He asked me to reimburse 
him, but when I threatened to 
call for pohee help, he immedi- 
ately retomed it and walked 
quickly away. If this into hap- 
pened in New York or London; 
l would have .been lucky to 
have escaped uninjured - let 
alone with my bicycle. 
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I ^J, H0 P®S taIks to Ogi, trans- 
port mudster and this year’s president 
of the Swiss Confederation, 

spWe of the rejection by 
theSwiss people In a referendum last 
2*^ b ^ 6 of the government’s proposal 
to join the European Economic Area, yon 
2* maintaining your policy of seeking 
closer links with the European Gamma- 

arty. 

What paths can you follow and what 
problems will yon face? 

ANSWER; Our main goals now are to 
avoid isolation and possible discrimination 
eSt* our non-participation in the 
BEA. That means we must pursue bilat- 
eral relations with the EC with a view to 
-*j. concluding certain agreements. 

. .We are fully aware that we cannot get 
bilaterally what we have rejected multilat- 
eraJly. Nonetheless, we are not going on 
ow knees. We have a range of assets 
which are of interest to the EC. For exam- 
ple, they need fast ^ust in time’ transpor- 
tation systems through the Swiss Alps. 

I also think we can give an example to 
the new Europe of how to function if you 
accept certain rules. We are a country 
with four languages, four cultures and 26 
cantons. We know that it is not normal 
that a country like ours can live in peace 
and freedom. 

We know that we have to work every 
day so that this construction, Confoedera- 
tio Helvetica, can go on and become stron- 
ger. So we think we have something to 
offer to Europe, and that Europe has abso- 
lutely no interest in putting us in a comer. 

■ So far, tiie EC appears to be proving 
reluctant to negotiate a bilateral air 
agreement Is there anything Swi tzer land 
can do to accelerate the process? 

We have a new transit agreement with 
the EC. Under it, we are going to build two 


INTERVIEW WITH THE PRESIDENT 


‘We can give an example to Europe’ 
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new tunnels through the Alps which trill 
oe beneficial mainly to our EC neighbours, 
but we did not ask them for money, (in 
ret Y 17 V 016 EC agreed to negotiate a bilat- 
eral air agreement with Switzerland.) We 
have no doubt that the EC will honour its 
commitments. 

■ How soon and under what conditions 
do yon t hink it would be sensible to seek 
the approval of the Swiss people for a 
renewed approach to joining the SEA or 
the EC itself? 

We have to be very careful. We do not 
want to produce another h No" before Aus- 
tria, Sweden and Finland have their refer- 
endums on joining thw EC. Referenduxns 
have become important signals in Europe. 
The one in Liechtenstein - which had a 
positive result - made the front pages of 
newspapers. 

So if there is a second try, we must be 
sure we can get it through. It is not possi- 
ble at this time to give a schedule. Things 
in Europe change so quickly these days. 

The economy could have an influence, 
what Denmark and Britain do - every- 
thing is interrelated. There is an initiative 
(petition campaign for a referendum) 
under way. If it gets a lot of signatures, 
that could change the situation. But it will 
definitely not be this year. 

■ Has Switzerland’s refusal to Join the 
EEA had any concrete impact on the econ- 
omy? 

We have both positive and negative 
signs, but it isn’t yet possible to analyse it. 
And, after all, the EEA isn't yet in force. 



Animated conversation; Adotf Ogf, right, the Swiss Confederation president, makes a point with 
Klaus Schwab, president of the World Economic Forum, eariier this year 


■ Since the EEA rejection, the govern- 
ment has launched Initiatives to liberalise 
the Swiss economy unilaterally, in partic- 
ular a so called Swlsslex package of 27 
laws. Will these get bogged down or 
watered down because of pressures from 
vested interests? 

Our view is that we have to be economi- 
cally at least as liberalised as the EC. We 
had everything going for us for such a 
long time. Nearly everybody was rich. 


When you are rich, you do not work as 
hard as you should. We needed a sort of 
big bang. We did not need a “No" to the 
EEA, but it will wake us up. The govern- 
ment is convinced that if we want to real- 
ise the necessary changes, the package 
aspect is essential. So far, the various par- 
liamentary committees have agreed with 
us. 

■ In a month's time, there will be one 
referendum on the purchase of new 


fighter aircraft for the Swiss airforce and 
another on how much land should be 
made available to the army for training. 
Do Switzerland’s neighbours need to 
worry abont the country retaining its 
ability and will to maintain security at 
this crossroads of the continent? 

We are the only country where the peo- 
ple can vote on such matters. We bad a 
referendum four years ago on abolishing 
the army and the great majority voted In 
favour of keeping it Tell me another coun- 
try that would have had such a vote and 
where the people would have voted yes. I 
am persuaded that we can win these refer- 
endums. 

We have a well trained and well 
equipped army. Undo* our new policy - 
Army 95 - we are going to make it 
smaller, but it will be better. We have 
responsible and well brought up young 
people. Only a very few do not want to 
enter the armed services. Do not worry. 
You will be able to count on Switzerland 
in the future to look after security at this 
crossroads of Europe. 

■ The EEA vote and the tensions in 
January and February over the election of 
a new member to the Cabinet revealed 
some strong divisions in internal Swiss 
politics. Do you think that the governing 
coalition win continue to withstand these 
strains? ' 

The European issue did not lead to 
extraordinary strains inside the govern- 
ment coalition, but the tensions it pro- 
duced are much deeper than those during 


the Cabinet election. 

We have differences between the 
French-speaking part and the German- 
speaking part, between old and young, 
between those who live in towns and those 
in the countryside. As president, I have to 
help get our peoples together again. 

Differing opinions among the four coali- 
tion partners are frequent We have a very 
free coalition - there is no written agree- 
ment among them - and so we have no 
precise government programme. Also, we 
always have changing alliances within the 
governing coalition. Sometimes, where 
you come from is more important than 
your party. 

■ The battle over the Cabinet post 
arose largely because a woman was pro- 
posed for the vacancy. Are Swiss women 
going to remain militant? 

Yes. We need more women in politics, 
but I am against quotas. I think it has to 
develop normally. You have seen this in 
cantonal elections in recent weeks. In Neu- 
ch&tel, twice as many women candidates 
were elected. 

■ The Swiss government has been run- 
ning large deficits in recent years. Are the 
Swiss becoming like citizens in other 
countries, wanting more government ser- 
vices but not wanting to pay the taxes to 
finance them? 

In my view, the deficit is one of our 
most important problems, but compared 
with our European neighbours, we’re still 
doing foirly well I think we are overcom- 
ing the situation. It isn’t that we are better 
than others, but we are still in control of 
the problem. The deficits are mainly due 
to the economic slowdown, but a mental- 
ity bas developed because we were a bit 
spoiled. Now we are taking off our jackets, 
rolling up our sleeves and going back to 
work. But it will take some time before we 
have a result 
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T HE strength of the Swiss stock mar- 
ket and the Swiss franc in the wake 
of the negative outcome last Decem- 
ber 6 of a referendum on joining the Euro- 
pean Economic Area (EEA) has surprised 
•many analysts. •. . 

It was widely predicted in the run-up to 
the vote that unless Switzerland joined the 
EEA, thereby gaining free access to Euro- 
pean Community markets, the country's 
industries would he hurt badly and its 
economy would weaken. * " 

That view may yet turn out to be right, 
but it wifi take several months, if not more 
than a year, for the' potential negative 
Impacts of the decision to become appar- 
ent • 

In the meantime, however, Switzerland 
has recovered a role that a year or so ago 
it seemed to be irrevocably losing, that of 
financial safe haven. 

Until last summer, the leading European 
currencies were calm within the exchange 
rate mechanism and. the path to monetary 
union looked dear mid relatively smooth. 

Now not edly the monetary but also the- 
political future of the EC is looking uncer- 
tain. Whereas Switzerland's course is, at 

least for the medium term,, dear. It may . 
not be a brilliant one economically \ bat It 
is safe, and it is a truisra that investiHS - 
prefer safety to uncertai n ty. • - 

Thus, money has poured into the coun- 
try in recent months, helping the banks to 
improve their recession-damaged profit - 


BANKING AND FINANCE 


Difficult problems being resolved 


and loss accounts, and enabling the cen- 
tral hank to drive down interest rates 
without having to worry about a serious 
weakening of the franc. 

Another factor adding to the buoyancy 
of Finanzplatz Schweiz is the speed with 
which the financial industry has sorted 
out some' difficult structural problems. 

In particular, the takeover of the trou- 
bled Swiss Volksbank by CS Holding, the 
group built around Credit Saisse, has 
resolved a na g gin g uncertainty about the 
fixture of structure of retail banking in the 
country. 

Long before the acquisition, it was dear 
that tog changes were necessary in this 
overcrowded sector. In addition to four 
universal banks, Switzerland has 28 public 
sector cantonal banks, nearly 200 regional 
banks and over 1,100 outlets of the Raiffei- 
sen network of cooperative hanks all com- 
peting for the small customer’s business i 

In the boom of the late 1980s, banks of 
all kinds and sizes lent too much money to 
small businesses and property speculators. 
When the economy stomped they were hit 
hard by bad debts and higher costs of 


refinancing loans. In late 1991, to the 
shock of the Swiss themselves, one 
regional bank. Spar und Leihkasse Thun, 
went bust leaving depositors in the lurch. 

Since then, safety nets have been 
strengthened' and, to the hanking commu- 
nity's relief, 21 regional banks and 27 Raif- 
feisen dosed last year without any deposi- 
tor losses. 

But these were relatively minor events 
compared with the uncertainty over what 
was happening on the commanding 
heights of the sector. Was Credit Suisse 
big enough to compete in retail banking 
with the other two big banks. Union Bank 
of Switzerland and Swiss Bank Corpora- 
tion? And what would become of Volks- 
bank, its capital draining away rapidly to 
cover bad debts? 

The takeover of Volksbank by CS solved 
both issues at once, putting the CS group 
on a roughly equal footing with the other 
big banks with a more than adequate 
national branch network and customer 
base. As Mr Silvio de Capitanl, chairman 
of the Federal Banking Commission, said 
last mouth, “The important positions are 


now taken up in the retail hanking sector. 
It Is very unlikely, at least in the medium 
term, that any financial groups not 
already active in this sector or any foreign 
competitors will play an important role in 
this market" 

Mr de Capitanl did not mean that the 
sector would become soft and Inefficient 
again. On the contrary - “we must expect 
a new intensification of competition 
among all the hanks concerned,” he pre- 
dicted. “Structural change will certainly 
continue, and not only in the regional 
bank sector. There will be mergers, take- 
overs and cooperation agreements." 

Indeed, but from here on, the pattern is 
clearer. The mergers and takeovers will be 
largely among the regional banks, as they 
grope for a formula that will enable them 
to counter the economies of stale that the 
big banks can offer. 

The cantonal banks are trying to 
achieve the same end mainly through 


co-operation agreements. Mergers are 
largely excluded because each enjoys at 
least some measure of guarantee from its 
cantonal government, although a big 
merger of two Geneva based cantonal 
banks is due to take place later this year. 

The cantonal banks have already pooled 
their efforts in a number of areas, includ- 
ing data processing, pension fund manage- 
ment and credit cards, and other plans are 
in the works. While many big strategic 
decisions have been made, it has to be said 
that the mostly painful implementation 
process still lies ahead. CS alone is looking 
to close at least 100 of its combined 400 
branches and shed 2,000 jobs. 

And while the industry welcomed the 
reduction or elimination of stamp duties 
and turnover taxes on some securities 
transactions that came Into effect on April 
1 , leading bankers know they must con- 
tinue to fight for further legislative and 
regulatory reform to make the financial 


centre fully competitive. 

Stamp duties still apply on more than 
three quarters of securities transactions. 
In one category - the purchase by a for- 
eign investor of Swiss shares on a Swiss 
stock exchange - the duties apply where 
they did not exist before. 

The other area where reform is urgent is 
In investment trust law. Much of this busi- 
ness in recent years has gone to Luxem- 
bourg because of excessive restrictions 
and unfavourable tax treatment in Swit- 
zerland. A draft reform has been agreed by 
interested parties and is expected to be 
presented to parliament in either Septem- 
ber or December. 

The industry's other priority Is rational- 
ising its securities markets. The aim to 
create a single national stock exchange to 
replace the three remaining ones in Zur- 
ich. Geneva and Basle has been tied to a 
plan to build an infrastructure for elec- 
tronic trading and settlement An initial 
design for an electronic trading system 
was abandoned last year after much bick- 
ering by member banks about its cost. A 
more modest one is now being developed 
with a view to beginning operations in 
1995. 
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Languages form a ‘Swiss Iron Curtain,’ reports John McKay 
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Tensions on cultural divide 
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T HE city to? Fribourg, with 
its Medieval cathedral 
and a historic quarter of 
Gothic • and Renaissance 
facades,, is one of the main bat- 
tlegrounds of Switzerland's 
Franco-German linguistic 
rivalry^ The division was dra- 
matically exposed when Swit- 
■ - garland- split along language 
lines and rejected gradual into 
■' ■gratioji with the rest of Europe 
in a referendum last December 
on membership of the Euro- 
pean Ecencanic Area. 7 
A quaint, riverside mixture 
)f of architectural treasures and 
1960s town planning, the 
' ! majority French-speaking Fri-' 

• bourg is no Cold War Berhn. 
However, the city does have its 
own* version' of the Iron Cur- 
tain,' kriowns as the ROstigra- 
ben —'an imaginary french run- 
ning through the Swiss psyche 
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and along the geographical 
boundary between the some 70 
per cent of Swiss who speak 
German and the 20 per cent 
who have -French as their 
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mot her tongue; in the south- 
east of the country, another 9 
per cent are Italian speakers 
and a tiny minority keeps alive 
the fourth national language. 
Romansch. 

The ROstigraben takes its 
name from the fried potato 
cake of rural origin, which the 
Swiss French mischievously 
perceive as the German-speak- 
ing majority's most imagina- 
tive contribution to the coun- 
try’s cuisine. 

There is also a natural 
boundary running through Fri- 
bourg, situated about 30 m il e s 
south-west of the federal capi- 
tal, Bern. The River Sarine. 
known in German as the 
Sarnia, forms an uneven border 
between German Switzerland 
to the east and the main fran- 
cophone regions to the west 
But it is the RoStigraben which 
is referred to by afl Swiss when 
they talk of the cultural divide. 

In recent years, however, the 
Rtetigraben of linguistic sepa- 
ration has become increasingly 
symbolic of political diver- 
gence as well, with the largely 
pro-European Swiss French 
seeing their desire for a more 
open foreign policy, including 
membership of the United 
Nations, being crushed by the 
inherent conservatism of the 
Swiss Germans in the rural 
heartlands. 

Fribourg is the capital of the 
canton by. the same name. 
With the 22. other mini-states 
of the Swiss Confederation it. 
enjoys constitutionally-guaran- 
teed. autonomy on all local 
matters. While Swiss Germans 
exercise virtual domination 
over their francophone co-citi- 
zens in such areas as the econ- 
omy, the federal public service 
and the army, the cantonal 


system allows the seven can- 
tons with French-speaking 
majorities, or large and vocifer- 
ous minorities, jealously to 
guard their cultural indepen- 
dence. 

In Fribourg, the Swiss Ger- 
mans are left in no doubt that 
their status is one of a minor- 
ity. Fribourg is two-thirds 
French-speaking and one-third 
Swiss German, almost the 
reverse of the position nation- 
ally. The Fribourg French are 
predominantly Roman Catholic 
and the German-speakers Prot- 
estant 

The arrival in recent years of 
the huge Basle-based chemical 
companies bag provided much- 
needed employment but also 
has brought about demo- 
graphic changes as many 
Swiss Germans have come 
with them to settle in the area. 
While many ordinary Swiss 
Germans are in general willing 
to speak French, the opposite 
is not the case. The sentiment 
prevails among French-speak- 
ers that I'aUemand n’est pas 
beau r German is not a nice 
language”). 

The francophone majority in 
Fribourg has been grudging in 
its acceptance of the influx, to 
such an extent that only in 
1991 was German allowed to be 
an nffirrifli lan g ua g e in the can- 
ton. The French-speaking 
majority also reacted slowly in 
providing Swiss German, non- 
Catholic schools, even in areas 
where German speakers were 
in the majority. Many Swiss 
German familie s have had to 
opt for private education. 

While many of the country’s 
multilingual business and 
intellectual Hite prefer to play 
down suggestions that Switzer 
land is anything other than the 
spiritual home of ethnic har- 
mony and social cohesion, the 
political and cultural gap 
between ordinary Swiss may 
be widening. 

Professor Ulrich JflOti, a poli- 
tics lecturer at the University 
of ZOrich, said Swiss leaders 
are under-estimating the lin- 
guistic divide - “the man and 
the woman in the street feel 
more serious about this prob- 
lem. They regard each other as 
foreigners if they have a lan- 
guage difference,” he says. 

He adds that attitudes of lin- 
guistic superiority were not 
just confined to the majority 
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SWITZERLAND 4 


John McKay on the forthcoming ‘Fortress Switzerland 1 referendum 

Military debate intensifies 



The F/A-18 Hornet fighter aircraft: at the centre of the row 


T HE item of Swiss military hardware 
best known throughout the world is 
the Swiss Army knife. In Switzer- 
land itself, the piece of hardware pre-occu- 
pying minds is the US McDonnell Douglas 
F/A-18 fighter aircraft. 

The knife, turned into a consumer item 
after it became popular with Allied troops 
serving along the Swiss border during the 
Second World War, may evoke images of 
benign Alpine soldiers whittling wood or 
popping corks around camp fires, but in 
reality the country at the centre of west- 
ern Europe is one of the most militarised 
in the world, in pursuit of its policy of 
heavily-armed neutrality. 

However, this cornerstone of the Swiss 
confederation is now under increasing 
threat as the younger generations ques- 
tion the country's military doctrine in the 
post -Cold War world. 

Swiss voters go to the polls next month 
in a referendum to challenge again the 
idea of “Fortress Switzerland." A combina- 
tion of the end of the Soviet threat and 
continuing economic recession helped 
gather enough popular support in a 
nationwide petition last year for the hold- 
ing of a vote on June 6 to block a SFr3-5bn 
(E1.6bn) government deal to buy 34 F/A-18 
aircraft 

Government proposals for a restructur- 
ing of the citizens' militia in 1995 have not 
been enough to silence critics of high mili- 
tary spending at a time of greatly reduced 
threat 

While Switzerland's security has 
depended for decades on its ability to mob- 


ilise its militia army of 625,000 men, a 
group of Social Democrats and pacifists 
claimed to have mobilised more than 
500,000 people - 11 per cent of the elector- 
ate - in just 34 days to sign the petition 
calling for a moratorium on buying the 
fighter aircraft In the event only 100,000 
signatures needed to be verified for the 
referendum to go ahead. 

Under Switzerland's system of direct 
democracy, any private citizen can chal- 
lenge government policy by gathering the 
support of 100,000 voters for what Is 
termed a “people’s initiative". Next 
month's ballot will also decide on a side 
issue, with the pacifist lobby seeking a 
limi t of 40 on the n umb er of army bases in 
the country. 

What has alarmed the defence ministry 
in Bern is not only the scale of the opposi- 
tion to the purchase of the F/A-18, but the 
fact that the wording of the referendum - 
which is decided by the successful peti- 
tioners - bans all new fighter aircraft pur- 
chases, from whatever source, until the 
year 2000. By that time the Swiss air force 
would be virtually obsolete. 

The country's most modem frontline 
fighters comprise 130 US F-5s. built in the 
1970s, backed up by 45 French-built 


Mirage-ms from the 1960s. It also has 130 
vintage Hawker Hunters, now 40 years old. 

A large “yes' vote, even tailing short of a 
majority, will confirm a growing dissatis- 
faction among the young with the idea of 
military service and defence at any cost A 
referendum in November 1989, calling for 
the armed forces to be scrapped alto- 
gether, was defeated. However, 36 per cent 
of the electorate voted in favour. In addi- 
tion to widespread pacifist sentiments, 
there is also a growing perception that the 
military establishment wields more politi- 
cal clout than Is healthy in a democracy 
such as Switzerland's. 

T HE defence ministry has attempted 
to counter the arguments against 
the F/A-18 by pointing to the fact 
that the costs have been spread over seven 
years and payments made awH falling due 
have been allowed for in militar y spending 
plans up to 1994. 

Defence spending for 1993 will be 
SFrS.Sbn, or 1.5 per cent of GDP, which 
represents a 6 per cent reduction on last 
year. A defence ministry spokesman said 
that opponents of the F/A-18 have ignored 
the fact that the deal includes privileged 
access to the US market for Swiss goods 


up to a value of SFr2.5bn. A similar agree- 
ment was signed with Germany when 
Switzerland bought its Leopard battle 
tanks. 

On the timing of the aircraft purchase 
during recession, the defence ministry 
pointed out that as evaluations of an air- 
craft take up to five years such a deal 
cannot be based on short-term economic 
considerations. 

“Every country in Europe, except Aus- 
tria and Switzerland, has updated its 
fighter force for the 21st century. It is a 
purchase for the long term. We would 
expect to have the F/A-18S in service for 30 
years." The defence ministry spokesman 
added that the aircraft, which is armed 
with Sidewinder heat-seeking missiles, 
was the best of its generation for Switzer- 
land's needs and was easily integrated 
with European forces during the Gulf war. 

A cheaper alternative for air defence - 
ground-to-air missiles such as the US 
Patriot system - is not considered capable 
of protecting all of the country’s air space, 
because of the limitations of radar guid- 
ance in mountainous terrain. 

None of these arguments impress the 
sponsors of the referendum, gathered 
under The Group For Switzerland With- 


out An Army.' Their Leader is Mr Andreas 
Gross, a bearded 41-year-old Social Demo- 
crat MP from ZOrich. His party, a. member 
of the ruling four-party coalition, voted 
against the deal when it was approved by 
parliament a year ago. 

“It is a political obscenity at a time of 
more pressing needs and reduced world 
tension," said Mr Gross, who wants the 
funds redirected into improved social pro- 
visions, low-cost housing and increased 
aid for the Third World. 

He believes a yes result would represent 
“a blow against the political hegemony of 
the army." It has “always received special 
treatment and has taken a political stand 
in many aspects of domestic affairs, 
including such issues as the length of the 
working week. If we receive a yes vote, the 
government has a moral duty to remove 
the funds from the military budget and 
spend them elsewhere," he says. ■ 

Even if Mr Gross and his supporters 


won a majority of the popular vote - 
which is increasingly unlikely - they 
could still lose. The country's political sys- 
tem is weighted in favour of the cantons. 

A majority of the 23 individual cantons m 
also would have to vote in favour for a “ 
moratorium on the deal to be brought into 
effect Some analysts believe the yes vote 
would need to be as high as 60 per cent of 
the popular vote to secure the majority of 
the cantons. 

Support for the initiative may also have 
suffered because of the worsening of the 
conflict in Bosnia compared with a year 
ago when the petition was presented. 

In the meantime, the government con- 
tinues with its defence review to be imple- 
mented in 1995. The size of the citizens’ 
militia is to be reduced from 625,000 to 
400,000 by cutting the age limits under 
which all Swiss men are required to 
undergo three weeks of military training a 
year. 
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THE RED CROSS 


Daunting task in the Balkans 


T HE International Com- 
mittee of the Red Cross, 
founded to help the vic- 
tims of war and guardian of 
the Geneva Conventions, is fac- 
ing one of the biggest chal- 
lenges of its 130-year history. 

Its effectiveness as the agent 
of humanity in wartime is 
being called into question in 
the former Yugoslavia in the 
most serious flouting of the 
Geneva Conventions since the 
Second World War. 

The test of the ICRC’s legal 
and moral status on the battle- 
field - it is mentioned in the 
Geneva Conventions and is an 
observer at the United Nations 
- comes at a time when it is 
seeking to redefine itself as a 
more international body, sepa- 
rate from its host country. 
Switzerland At a quiet cere- 
mony on March 17, the organi- 
sation officially severed its 
links with the Swiss 
government. 

The move resulted largely 
from Switzerland's fading neu- 
trality after the Cold War. 
Bern's participation in UN 
sanctions against Iraq and 
moves towards closer ties with 
the European Community pre- 
cipitated the separation in the 
interests of the ICRC’s strict 
rules of independence. 

The government will con- 
tinue, however, to finance a 
large portion of the ICRC’s 
running costs. 

With some 30 operations in 
progress throughout the world, 
the ICRC's budget for 1993 is 
currently SFr754.6m (£336 An). 
Of this total, SFrb32m is ear- 
marked for actions in the field 
such as the Balkans, Angola, 
Somalia and the former Soviet 
Union. 

These funds are raised in 
appeals to signatories of the 



wry Bosnians being flown to London - a few of the 5JOOO 
prisoners for whom the Red Cross has negotiated a release 


Geneva Conventions, national 
Red Cross societies, and from 
donations. 

Another aspect of the ICRC’s 
aim of becoming more interna- 
tional has been its decision to 
end its all-Swiss policy of dele- 
gate recruitment. Now candi- 
dates of any nationality can 
apply for selection as dele- 
gates. 

However, the top manage- 
ment will remain in Swiss 
hands. Its main decision-mak- 
ing body is a 25-member assem- 
bly of “the great and the good" 
from the Swiss intellectual and 
business communities. 

They are expected to be 
sending young aid workers off 
to the B a lkans war zone on the 
Zagreb express from Lausanne 
for some time to come. 

The poignancy of a train ride 
from Switzerland to a war in 
Europe has not been lost on 
the ICRC's headquarters staff. 

The organisation was born 
as the result of an earlier 
bloody war in Europe. A Swiss 
businessman, Henri D unant. 


witnessed the suffering of 
wounded soldiers in the Fran- 
co-Austrian battle of SoUerino, 
in Italy in 1859. 

On returning to his home 
city of Geneva he wrote a 
book. Memories of Solfermo, in 
which he recounted the hor- 
rors of battle and the inhuman- 
tty of its aftermath. 

He proposed the setting up of 
a war relief agency out of 
which was bora the ICRC and 
tbe Red Cross movement The 
Geneva organisation then built 
up its reputation throughout 
the twentieth century and two 
world wars. 

Part of the the ICRC's task 
has been to help develop inter- 
national humanitarian law 
from which it gets its mandate. 

Recent efforts by the ICRC to 
strengthen its reputation as an 
impartial intermediary in war- 
time has so far failed to add to 
its influence over Bosnia’s 
political and military factions, 
which, with varying degrees of 
brutality, have broken formal 
agreements with the ICRC on 
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the humane treatment of mili- 
tary and civilian victims. 

Repeated appeals for mercy 
to be shown to defenceless 
civilians, wounded combatants 
and prisoners in Bosnia have 
been ignored by the warring 
sides with a cynicism not wit- 
nessed by the humanitarian 
organisation, even during the 
bloody conflict in Afghanistan 
and some 17 years of civil war 
In Lebanon. 

Acts of vengeance, indiscrim- 
inate attacks on civilians, and 
the so-called “e thnic cleans- 
ing," have been carried out on 
what the organisation 
describes as “a massive scale”. 

At its Geneva headquarters, 
a senior ICRC delegate held up 
four separate accords signed 
by Bosnia's Serb, Moslem and 
Croat leaders, and in one case 
the government in Belgrade, 
pledging to respect the Geneva 
Conventions. The first was 
signed on May 22 last year, a 
month after the conflict began, 
and all have been broken. 

“In Bosnia we have had 
everything that is contrary to 
the Geneva Conventions," the 
delegate said, “massacres of 
civilians, the disappearance 
and execution of prisoners we 
have visited, rapes, mass 
arrests, expropriation of prop- 
erty, destruction of houses, 
and forced movement of civil- 
ian populations. 

H E adds: “When you have 
200 delegates working 
all over Bosnia trying to 
convince everyone, from the 
hignest-ranking to the lowest, 
saying ‘please behave 
humanely,' and you see its 
having no effect - what can 
you say?" 

Comparing the Balkans trag- 
edy with the brutality the 
ICRC has witnessed in every 
conflict since the Second World 
War, tbe delegate says: “There 
is a rationality gap in Bosnia 
that is bigger than anything 
we saw in Lebanon, or even 
Afghanistan." 

One of the difficulties the 
ICRC has faced in increasing 
degrees over the past three or 
four years has been the politi- 
cisation and militarisation of 
H umanitari an aid. 

The UN under Mr Boutros 
Boutros Ghali has adopted 
what it calls an “Agenda for 
Peace." The Egyptian UN chief 
has ruled that conflict 
operations must be integrated 
in every dimension: military, 
political and humanitarian. 

Where an organisation like 
the ICRC might find this policy 
advantageous in the initial 
phase of a war, the case of Bos- 
nia suggests the advantages 
are only short-term. 

A political solution is still 
some way off and the humani- 
tarian operation has been a rel- 
ative failure. 

ICRC delegates, along with 
more than 500 local employees 
- of all ethnic groups - are 
based in 17 areas of the frag- 
mented former communist 
country. 

They are striving to provide 
protection for civilians by 
being present in as many areas 
as possible. However, their 
main success to date has been 
securing the release of 5,000 
prisoners of war. 

John McKay 
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N THE next few months, 
most Swiss fanners will 
begin receiving their first 
dose of general direct pay- 
ments from their federal gov- 
ernment. 

The idea, now widely 
accepted among agricultural 
policy-makers throughout the 
industrialised world, is to sepa- 
rate the question of farm 
income from the question of 
production. 

Switzerland, like most other 
industrialised countries, has 
provided farmers with hefty 
production subsidies in the 
postwar period. 

Indeed, the country is. 
according to the Organisation 
for Economic Co-operation and 
Development (OECD), the 
champion in this field, with 
production subsidies account- 
ing for no less than 79 per cent 
of consumer prices in 1987-88. 

These production-related 
subsidies have led, in Switzer- 
land as elsewhere, to a number 
of perverse results. Production 
has been excessive and the 
environment has been dam- 
aged by the fertilisers and 
other chemicals that have been 
over-used to intensify output 
High product prices coupled 
with severe Import restrictions 
have hurt consumers while 
helping small form units - that 
might otherwise have col- 
lapsed - to survive. 

For a long time, the Swiss 
were willing to put up with 
very high food costs, still feel- 
ing gratitude to fanners for 
providing adequate supplies of 
food during tbe Second World 
War. Indeed, the legal basis of 
farming in the country is a 
1951 law that called for the 
maintenance of a vigorous 
peasant farming community. 

However, in recent years, as 
comparisons with food costs in 
other countries have become 
more unfavourable, attitudes 
have changed. Many Swiss 
have voted with their feet, 
shopping regularly in neigh- 
bouring France and Germany 
where prices for meat and 
dairy products are as much as 
50 per cent lower than at 
home. 

An additional pressure for 
reform has come from the Uru- 
guay Round of multilateral 
trade negotiations which, if it 
succeeds, would oblige Switzer- 
land, like other countries, to 
reduce its subsidies to farmers. 

The Swiss government 
embarked on a big reform pro- 
gramme about two years ago, 
with three aims generally 
agreed. These were to promote 
larger farm units, to reduce 
surpluses and to ease the 
impact of agriculture on the 
environment 

In the typical Swiss way, 


Hefty production-related subsidies to 
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Including high food prices 
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once there is general agree- 
ment on something, the execu- 
tion follows remarkably 
quickly. By last October, a law 
had been passed incorporating 
these principles, and the regu- 
lations to implement It cleared 
the cabinet two weeks ago. 

T HANKS to high subsidy 
levels, Swiss farm units 
have remained very 
small - the average full-time 
farm was only about 16 hect- 
ares in 1990. The agricultural 
sector employed about 150,000 
people, some 5 per cent of the 
labour force, and produced 
goods worth SFr9.4bn, 4.1 per 
cent of total GDP. 

The initial focus of reform is 
in dairy products, partly 
because that is where the dis- 
tortions are most pronounced, 
partly because important 
cheese exports could soon be 
outlawed in many countries 
unless production subsidies are 
cut. 
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Some SFrl90m in direct pay- 
ments will start to flow in the 
next few weeks. Two types of 
payment are foreseen. The first 
is in return for the producer 
milk price dropping on Septem- 
ber 1 from SFrl.07 to SFrO.97 
per litre. 

The other element is for con- 
tributions by farmers to 
improving the environment, 
measures such as returning 
land to pasture, using biologi- 
cal techniques and raising free 
range animals. 

Swiss officials hope the 
rewards for these measures 
will stop formers from think- 
ing only about increasing pro- 
duction. 

Amenity Is an important ele- 
ment of Swiss agriculture, 
especially in the mo untains . If 
farmland is not looked after, 
the danger of floods and ero- 
sion is enhanced. Also, it 
becomes less attractive to tour- 
ists. 

Some Swiss worry that as 
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farmers start to receive their 
direct payments, they will sim- 
ply head for the Seychelles. 

The government hopes to 
stop them by insisting that 
grassland must be cut at least 
once a year if the former is to 
qualify for payments. If the 
land reverts to forest - which 
happens quite quickly if it is 
neglected - direct payments 
are halted. 

Direct payments will grow in 
the future only to partially 
compensate for inflation - “we 
are telling formers to cut their 
costs by 2 per cent a year. We 
will raise payments only if 
inflation is over two per cent," 
an Agriculture Ministry official 
says. 

The hope ultimately is to get 
milk prices down to levels that 
are slightly higher than EC 
prices, so that products can be 
exported without subsidies. In 
the official's view, this means a 
price of about SFr0.75 per litre 

of milk. 

However, the government is 
not optimistic about the speed 
with which production capac- 
ity will disappear. 

Milk output, for example, 
has been subject to quotas for 
several years, and many form- 
ers have substantial reserve 
capacity. 

At the current milk price, 
the average form has 12 cows. 
Officials estimate tbat at 
SFi0.75 per litre, a farmer will 
need to have at least 30 cows to 
be economically viable. 

The government wants to 
expand the direct payment pro- 
gramme to meats, not least in 
the hope of slowing the exodus 
of consumers to neighbouring 
countries. But no moves are 
scheduled at the moment, 
largely because of budgetary 
restraints and because of the 
successful campaign by farm- 
ers’ organisations to spread out 
the pain. 

Mr Marcel Sandoz, the elo- 
quent president of the Schweiz- 
erische Baueraverband (Swiss 
Peasant Farmers' Union), says 
Swiss farmers are among the 
most heavily indebted in 
Europe, having invested 
heavily in anticipation of pol- 
icy stability, 

“In farming, the smallest 
unit of time is one year. It 
takes a generation to chang e 
the way a farmer thinks, yet 
we are being asked to adapt to 
a revolution in only a few 
years," says Mr Sandoz. 

Fanners launched a legal 
appeal for slow Implementa- 
tion of the reform based on the 
rather charming Swiss notion 
that a citizen has the right to 
trust his government. The gov- 
ernment agreed. 

Ian Rodger 
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Linguistic 

divisions 

Continued from previous page: 

French-speaking areas, but 
also worked in the opposite 
direction. “In the canton of 
Zflrich, when it started to 
introduce early French in 
schools, there was really 
important opposition. The lin- 
guistic divide is more serious 
than the authorities would 
admit." 

The Swiss Franco-German 
relationship was characterised 
by Professor William Ossie- 
pow, lecturer in politics at 
Geneva University, as one of 
“co-existence". He also believes 
that the Swiss French have to 
share the blame for their 


Welcome to 


Montreuxeivevey 

Your Place of Business. 


► fti 

p pavoraMn taxation 

p, taconpan** 0 *** 5 ® 31 
p, ahIos^iMbS 

► 



Imagine year bounL-vt in ihit 
uiraonJinary v.innc...Tn locate 
heir, nothing coaid be easier. 

Fur a copy rrf our introductory 
brochure "Premier cortacl". 
write nr call : 

Michd-A. Grater. 

Recional Economic Counsellor 
PO. Bra 121 
CH-lOMomrcu* I 
Td.H"H 2 l)/flCl) W 48 4 H 
Faxi+ll2M/tO:n%3ifflhS 


underrepresentation in some 
centres of power. “That the 
federal government adminis- 
tration is mainly in the hands 
of German-speaking people is 
not entirely their fault. The 
French-speakers are very reluc- 
tant to speak German because 
of their own attitude of cul- 
tural superiority.” 

The battle for hearts and 
minds of divided Fribourg is 
conducted by rival newspapers, 
tbe Freiburger Nachrichten 
and La Liberty. They share the 
same offices in the centre of 
Fribourg but are under sepa- 
rate ownership. Neither makes 
language concessions to break 
down barriers between the can- 
ton’s 210.000 citizens. 

Editor of the Freiburger 
Nachrichten, Mr Erich Camen- 
zind, has been one of the main 
defenders of Swiss German 
rights in the city. 

Years of campaigning by Mr 
Camenzind and other promi- 
nent Swiss Germans finally 
bore fruit two years ago when 
their language was recognised. 
Previously court cases involv- 
ing German-speaking parties 
were conducted in French. 
Ordinary monolingual Swiss 
Germans also bad difficulty 
dealing with the local author- 
ity. Now the canton is obliged 
to communicate In both lan- 
guages. 

However, a campaign by Mr 
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A battle for bWingual roadsigns: only limited 

Camenzind and others to make 
street signs bilingual in Frei- 
burg (as he calls it) resulted in 
only limited success. A com- 
promise was agreed that 
allowed just 24 streets to have 
bilingual signs, but the limit of 
francophone concessions had 
been reached. A request to 
have bilingual Fribourg-Frei- 
burg signs on the platforms of 
Fribourg station was turned 
down flat. 

Cultural and religious divi- 
sions in Switzerland have only 
degenerated into violence In 
modern times over one particu- 

ar , A c ar-bomb 
exploded in the centre of Berne 
in Januapr, killing the driver 
and injuring passers-by. p 0 ii Ce 
identified the man as a French- 
speaking nationalist from can- 
ton Jura who had planned to 


bomb Bern town hall. Raids by 
police in Jura canton recovered 
some 50 grenades and quanti- 
ties or explosive they said had 
been stolen from the army for 
a renewed Jura nationalist 
campaign of violence similar to 
one in the 1970s. 

No other Local disputes are 
likely to lead to violence. Can- 
tonal power is the safety valve 
for the ethnic divide in Swit- 
zerland. 

So long as each canton, par- 
ticularly in francophone Swit- 
zerland, is allowed to fait sa 
propre petite cuisine (g et on 
wtth ite own petty affairs) on 
the political level that border 
trench, the Rdstigraben, will 

never be filled, in the im agina [ 

bon of the Swiss, with any- 
thing more threatening thjui 
fried potato cakes. 
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W HEN Fedor Dostoevsky was 
IJrced to pawn- his watch in 
Geneva m August, 1883, after a 
run of bad luck on the g aming tables and 
returned to Russia to relate his experi- 
ences m a novel The Gambler ; the Swiss 
city enjoyed a small reputation for deca- 
dence and intrigue. 

» w> longer a wild town, but does play 
host to many international organisations 
mcludmg the European headquarters of 
the- United Nations, so at least the intrigue 
has survived. 

Ten years after . Dostoevsky's retreat to 
St Petersburg, casinos were banned under 
the Swiss Constitution and the ' citizenry 
returned to its Calvinist way of life, 
largdy free of moral con tamination from 
Europe’s dissolute aristocracy, traveling 
the social axes of Paris, Baden-Baden, and 
southern Europe. 

On March 7 this year the Swiss had a 
change of heart They voted in a referen- 
dum for the roulette wheels to spin again 
and tor the return of life’s high-rollers. 

-It was no coincidence that one of the 
main lobby groups, which campaigned for 
a law change, was the Swiss Tourist Fed- 
eration, representing the interests of 650 
tourism enterprises and local authorities. 
During the past 10 years the average num- 
bs- of overnight stays in Swiss hotels has 


Change in gambling laws brings further attraction for wealthy international tourists 

New casino lure for life’s high-rollers 


sta gn a te d. Any traces of complacency in 
the industry disappeared earlier this year 
after I992's overnight stays declined &2 
per cent 

Switzerland's gross income from tourism 
last year was SFr2L4bn (£9.5bn) compared 
with SFlUOjJbn in 1991. Due to price rises, 
the increase in Income did not reflect the 
decline in bookings. Tourism is the coun- 
try’s third-largest contributor to the bal- 
ance of payments, after engineering and 
chemicals. About 208,000 people are 
directly employed in the sector, amount- 
ing to 7 per cent of the workforce. 

Compared to Austria and France, Swit- 
zerland remains an expensive proposition 
for Europe’s recession-hit tourists. One of 
the few areas of real growth have been 
camping, caravaning and youth hostels, 
where reasonable prices have been main . 
tained. Unlike Austria, Switzerland may 
not easily attract the newly-affluent citi- 
zens of former co mmunis t countries, such 
as Hungary. 


The Swiss tourist industry is driven by 
quality and price, rather than scale. Prior 
to the outbreak of the First World War. 
there were 211,000 hotel beds in the coun- 
try. Last year this figure was 267,000, so 
the number has not changed significantly 
in 80 years. While neighbouring countries 
race ahead in mass-market tourism, 
resorts in Switzerland are continually 
looking for Improvements in quality. ~ 

T HE casino legislation is regarded, 
therefore, as another small addition 
to the country’s formidable tourist 
assets of Alpine beauty, tranquil- 

lity and world-class service and efficiency. 

The Swiss Tourist Federation’s spokes- 
woman, Ms Elizabeth Kaufmano. 
explained the reasoning behind the casi- 
nos campaign - “we exist as a lobby group 
for the industry and we had been making 
representations at federal level for a 
change in the law for years, because that 
is what our members wanted.” 


As Switzerland is still perceived as the 
main European playgroand of the wealthy, 
there was some logic in the tourist federa- 
tion's use in its campaign of the Swiss 
proverb - “if money is growing in the 
streets, you only have to bend down to 
gather it in," 

Casinos already exist in most Swiss 
cities and resorts as the ban was eased in 
1956. But the maximum stake allowed is 
SFrS, less than the price of a beer in a 
Swiss hotel Because of this, wealthy tour- 
ists seeking the thrill of the green baize 
have to make cross-border raids to take 
advantage of the many casinos specially 
built near Switzerland’s frontiers by its 
neighbours. Indeed, Swiss themselves are 
not averse to driving across the border for 
a flutter. 

One sore point for the industry is that 
the government's support for the re-open- 
ing of real casinos was bolstered by its 
intention to take 80 per cent of gross reve- 
nues. A debate is still continuing over how 


the extra hinds will be spent The tourist 
federation would like some money set 
aside for tourism promotion and invest- 
ment while the government favours social 
spending perhaps to appease religious 
groups and others opposed to casinos. 

I N St Moritz, the centre of the country’s 
most successful tourist area, the Gil- 
sons, there was jubilation at the out- 
come of the casino referendum. Deputy 
tourist director for the resort Mrs Anne- 
Marie Meyer, says St Moritz and neigh- 
bouring villages voted heavily in favour 
for what is regards as an important 
improvement in facilities. Hotel occupancy 
was only 65 per cent in March, and St 
Moritz, with its Cresta Rim toboggan ride 
and horse racing on ice, has obvious 
attractions for the sporting tourist. 

Only a maximum of seven licences are 
expected to be granted nationwide, and 
there will be fierce competition among the 
resorts and cities to be awarded one. Mrs 


Meyer was confident of the prospects for 
St Moritz - “we definitely want a real 
casino here and I'm sure we’ll get one. But 
the whole process of changing cantonal 
law could mean a delay of more than two 
years before it can be opened." 

St Moritz and other Swiss resorts are 
unlikely to see a surge in business this 
year. A survey by the Union Bank of Swit- 
zerland. says hotels are prepared for the 
general downward trend in overnights to 
continue. Roughly 25 per cent of boteliers 
forecast falls in sales and earnings. 

Germans were the most numerous for- 
eign visitors last year, followed by Britons 
and Americans, then Italians and French. 

When the casinos open after the mid- 
1990s the government will be determined 
to keep a (dose check on the clientele to 
make sure the establishments do not 
become another Swiss institution upon 
which the world's money-la underers can 
test their ingenuity. Switzerland's new- 
found sensitivity about the wages of crime 
would please even. Dostoevsky. 

Should the casinos attract the wrong 
sort of tourist, however, the authorities 
would have no hesitation in turning back 
the clock with a call of rien ne va plus ("no 
more bets”). 


W HEN one think* 0 f 
Geneva, manufactur- ' 
ing is not something 
that comes immediately to 

mmri 

Yet the city is a significant 
centre of precision manufactur- 
ing, especially of up-market 
watches, but of other products 
as well 

It is home, for example, to 
one of Switzerland’s largest 
machine tool companies, Char- 
mill es Technologies. 

Charmflles, tike the Geneva 
watchmakers, may be a rather 
small company by Interna- 
tional standards - sales last 
year readied SFr314m - but it 
is a global. leader in a niche 
marke t 

Its niche is electro-deposition 
(spark erosion) machines. EDM 
technology is of thirty recent 
vintage, having been discov- . 
ered by accident by two Soviet 
engineers in 1943. - - 1 

The attraction of this tech- 
nology was that it permitted 
cutting metal' in unusual 
shapes while maintaining a 
high level of precisian. As 
such, it was an appropriate 
replacement for milling 

mariiiwpfi in mmg ap plicati ons, 
notably die sinking:. 

Industrial production of 
EDM manhinafi was started by 
a UK company in 1952 but as 
in so many other cases, that 
company has long , since disap- 
peared. Charmilles, then part 
of the Ateliers . Charmilles 
industrial conglomerate, began 


The city is home for one of Switzerland’s largest machine tool companies, Charmilles Technologies 

Geneva: a centre of precision manufacturing 


in the mid 1950s and soon 
established itself as the leading 
world supplier. 

Like its watc hmaking neigh- 
bours, it concentrated for a 
long time on making the most 
sophisticated machines , prid- 
ing itself on its precision tech- 
nology. 

However, in recent years, 
again tike its watc hmaking 


neighbours, it found itself 
being undercut by Japanese 
competitors making simpler 
but cost effective machines in 
high volume. 

As Japan's mass consumer 
product industries became 
stronger, they too became 
interested in EDM, prompting 
such local machine tool mak- 
ers as Makino and Hitachi 


Setki to enter the fray in the 
1960s. 

Initially, Charmilles did not 
pay much attention. It contin- 
ued to win sales in Japan for 
its snpW«Mca ted machines, and 

both the company and its 
agent were content to play the 
low volume, high margin 
game. 

However, it gradually 


became apparent that custom- 
ers introduced to EDM technol- 
ogy on Japanese machines 
would continue buying Japa- 
nese machines as they became 
more de manding rather than 
switch to Charmilles. 

“Now the technological gap 
is much smaller, so we cannot 
maintain our stance of concen- 
trating at the top end,” says 


Andr6 Richoz, president 

The other shock for Char- 
milles in recent years was to 
realise that Japan had become 
the most Important market for 
EDM machines. 

But today, Japan represents 
a third re the world market for 
EDM machines, and Char- 
milles has only a tiny share 
there. Only three per cent of 


the marhinps it makes go to 
Japan. In other markets too, 
Charmilles has found itself 
squeezed by Japanese competi- 
tors who now account for 42 
per cent of world output com- 
pared to 15 per cent made in 
Switzerland. 

Mr Richoz, who was hired 
away from the Swiss engineer- 
ing group Sulzer three years 


^ 1 OT so long ago, Geneva, like 
IVI most cities in Switzerland, 
I * turned up its nose at the 
notion of industrial promotion. Jobs 
were plentiful and more businesses 
wanted to come to the city than there 
was space for, writes Ian Rodger. 

Would-be newcomers were invited 
to locate in industrial and technology 
parks that were springing up in 
neighbouring communities across the 
French border. Work permits were 
severely rationed. 

But times have changed. Following 
a speculative property boom in the 
mid 1980s, the canton of Geneva was 
particularly hard-hit by the. early 
1990s slump, ft has an unemployment 
rate of six per cent, with X2JSQ0 peo- . 
pie out of work. . 

Genera's leaders have been quicker 
than most of their Swiss cousins in 
joining the rough and tumble inter- 


Tax incentives for new businesses have been agreed 

City widens its horizons 


national competition among govern- 
ments to lure new jobs. 

Two years ago, the cantonal gov- 
er nmen t derided to develop an indus- 
trial promotion policy, but it took 
some time to convince people of the 
need - “it was difficult to wake up. 
We had it so easy for so long,” says 
Mr Robert Raster, -head of economic 
promotion. 

Whereas it used to take months to 
get approval for work permits for 
businessmen, it can now be done in 
less than a week. Even tax incentives 
far new businesses have been agreed. 


The canton's promotion campaign 
is based an Geneva’s status as an 
international centre and on the qual- 
ity of life in its region. 

The main focus has been on inter- 
national companies wanting to estab- 
lish European headquarters. Geneva 
already has a fair stock of these, 
notably Du Pont de Nemours and 
Hewlett Packard. 

The other targets are international 
organisations. The city has long been 
an important centre for the United 
Nations, with 15 UN organisations 
based there., Competition among 


cities to attract UN agencies has 
become more intense in recent years 
and self-satisfied Geneva was slow to 
respond. Last year, it lost the battles 
for the secretariat to administer the 
UN treaty outlawing chemical weap- 
ons and for the Commission on Sus- 
tainable Development, arising ont of 
the Rio de Janeiro environment con- 
ference. 

It is spending SFr60m to turn 
Palais Wilson, the former home of 
the League of Nations, into a House 
of the Environment, aiming to attract 
various UN and non-governmental 


organisations, (NGOs). 

The financial community is doing 
its bit Last August, it set np Fonda- 
tion Place Financifere to promote 
Geneva's standing as a European 
financial centre. And last month it 
convinced the European Federation 
of Financial Analysts to set up its 
new institute in Geneva. 

At the outset only two new jobs 
will be created but coming at a time 
when Geneva’s bourse is preparing to 
dose in favour re a national elec- 
tronic exchange, it is welcome. 

“It’s a first step,” says Mr Thierry 
Lombard, a partner in the private 
bank Lombard, Odier and chairman 
of the Fondation Place Financial re. 
“But now we have to develop it I 
will be happy in three years time 
when there are signs that European 
competence in this area is catching 
np with the Americans." 


John McKay 


ago to lead Charmilles, has set 
about trying to improve the 
group's position. 

“We cannot be strong .in the 
world without having a signifi- 
cant position in the Japanese 
market” he says. 

A subsidiary has been set up 
in Tokyo and the group is 
designing products and train- 
ing programmes specially for 
the Japanese market Although 
the company makes its own 
numerical controls, it has 
adopted Fanuc controls for its 
products in Japan because Jap- 
anese engineers are accus- 
tomed to them. 

“We do not expect to make 
money there quickly. Our 
objective is to have an expo- 
sure to the toughest competi- 
tion,” Mr Richoz says. 

Charmilles, now part of the 
Georg Fischer engineering 
group, has not escaped the rav- 
ages of the recession. Precise 
figures are not revealed, but 
officials say that after a hand- 
some profit in 1990. the com- 
pany tumbled into loss in 1991. 
Last year, its result improved 
but were still termed “unsatis- 
factory”. 

Employment at the compa- 
ny's factory in the Geneva sub- 
urb of Satigny has been cut 
from 720 to 650, but is now 
considered to be at a stable 
level 
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Music is more than just technique 
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La vie, Made in Geneva. 
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Music is much more than playing 
instruments with technical perfection; 
the sensory appeal is the very essence of 
the art. 

Similarly, good food is more- than 
quality ingredients, balanced nutrition and 
food technology; taste, aroma, and visual 
appeal are integral parts of the total 
food pleasure. 


As the largest food company in 
the world, we must be concerned with food 
problems in their widest sense, and, by 
extension, have a close interest in all forms 
of human activity. This, in the end, is what 
makes Nestle products more than just food. 

more than 

just the world's largest food company. 


Geneva, an international centre of expertise 
and decision-making, is a privileged location For 
your company. 

An economic hub in the heart of Europe and a 

forum for peace in the world, Geneva offers you 
unequalled stability, modern and efficient 
transportation routes and infrastructures and 
quality services. It has proved to be a natural 
activity park in itself. Geneva takes pride in its 
personalized approach to hospitality and its 
exceptional quality of life. In short, Geneva has 
alt the advantages of a large metropolis 
without any of the inconveniences. Why wait 
any longer? Get in touch with us and find out just 
how much Geneva has to offer you! 


Yes, f would like to know more about establishing a company in 
Geneva. Please send me further details. 

S urname : 

First n ame: _ _ . _ . 

Position: 

Company 

Addre ss: - .. .... 

Post al Code/Town : 

Country. 

Telep hone: 

Fax:_ _ 

Send your coupon to: 

Ddpartemant de rteonomle REPUBUQt/E ET^ANTONDE 

ftSSi***** OFIMFVF 

P.OJBox 252, 121 1 Gendve 3 VUllUVU 

Switzerland. LA VIE EN PLUS. 

Tel. 41 (22) 31 9 34 34, 
fax 41(22) 310 29 25 




FOR THOSE 

SEEKING MORE THAN ONE DIMENSION 

TO TIME... 




“A watch is just a watch, so long as it tells the time. 0 
It’s the kind of statement that makes us all the 
more determined to safeguard one of life’s irre- 
placeable pleasures - the multi-dimensional time 
of complicated watches. 

For more than 150 years we have been making time- 
pieces for men and women who see beyond ordi- 
nary time. Einstein owned a watch made by us fig. 1 , 
so did Tchaikovsky, Wagner, Marie Curie and 
Charlotte Bronte. Each of them - whether scientist, 
musician or writer - had the rare gift of being able 
to exploit time as a creative element in their work. 

Today we are still recognized as the only watch- 
makers whose timepieces adequately convey a sense 
of outstanding personal achievement. We can rise to 
your greatest occasion with a total of 33 horological 
complications - far beyond the capabilities of any 
other watchmaker. Our Calibre 89, the most compli- 
cated portable timepiece ever built fig. 2, expresses 
the full scope of time: astronomical time - from a 
star chart geared to the apparent movement of the 
heavens, to the times of sunrise and sunset; seasonal 
time, sidereal time and the equation of time fig. 3; 
long time in the 400-year cycle of the Gregorian 
calendar; short time with a split-seconds chrono- 
graph; the sound of time in a Grand Strike, chiming 
the hours and quarters, in passing, on a Westminster 
carillon; spiritual time in the date of Easter; and time 
that escapes gravity in the tourbillon escapement. 

If you find the Calibre 89 a little inconvenient for 
everyday use, our watchmakers have brought together 


the more essential complications in a number of 
wristwatches. You can be assured that each represents 
the finest watchmaking in the world. 

You may find your most treasured possession in the 
handsome tonneau-shaped, perpetual-calendar watch 
fig. 4. The unique combination of a fly-back dates- 
hand showing the progression of the month, and a 
minute-repeater, is a refinement that took us about 
four years to develop. 

'You will appreciate that there are no half measures 
in complicated watchmaking. We are building preci- 
sion timekeeping instruments that you will expect to 
perform faithfully for a century or more. In our 
self-winding, perpetual-calendar wris t w atches fig. 3, 
our own design and superlative craftsmanship ensure 
that the calendar mechanism absorbs an infini tesimal 
amount of power as it smoothly changes the day, 
date and month, records the quarters of the day and 
the leap-year cycle. The moon-phase in our perpetual 
calendars is extremely precise, taking 122 years and 
45 days to accumulate the hardly discernible variation 
of a single day. 

Our perpetual-calendar and chronograph combination 
fig. 6 finds particular favour among collectors who 

enjoy the finer points 
of mechanical watch- 
aking. Through 
the sapphire-crystal 
caseback, you can 
admire the exqui- 
site hand -finis h 


of our movements and bring into play the precisely 
coordinated actions of rhg column-wheel, levers and 
gears fig. 7. 

Impeccable workmanship is taken for granted by 
those who wear our watches. But if you choose one 
of the half-dozen or so slim, selfwinding, perpetual- 
calendar repeaters fig. 8 that we complete each year, 
you can expect much more. We have encapsulated 
in our most sophisticated wrist watch the ancient and 
authentic sound of time. Celebrate a moment - 
any moment - by making the mechanism ring the 
hours, quarters and minutes with the pure, clear 
resonance that only we have been able to achieve 
in a minute-repeater. 

Those who consider a watch is just a watch, so 
long as it tells the time, will be gratified to learn that 
in this elegant wrist watch fig. 9 , time is told both 
by a minute-repeater and by an observatory-rated 
chronometer. In it moves the most ingenious com- 
pensation device known to horological engineering. 
The rotating tourbillon cage literally absolves the 
watch’s regulator from the laws of gravity - remov- 
ing one of the last obstacles to the final frontier 
of mechanical precision. 

But if you seek that extra dimension to rime, to 
mark your achievement, to inspire your creativity or 
simply to enjoy sublime watchmaking, you will 
almost certainly wear one of our timepieces one day. 
You will then come to recognize the touch of the 
world’s finest watchmakers fig. 10, and know that 
the name on the dial can only be Patek Philippe. 











